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Federal Banking Law Reports 


FOR BANKS LARGE AND SMALL—Here is something 


new, something needed, for everyone responsible for the 
management and direction of banking activities. Here is 
something new indeed, but time-tested, time-proved in 
actuality. For Federal Banking Law Reports has stability 
and experience béhind it, stemming as it does from the 
original reporter in this highly-technical field, first pub- 
lished in 1914. Here’ is a swift, authoritative, and con- 
tinuing reportér on the thousand-and-one federal laws 


controlling banks and banking 


SCOPE OF THE “REPORTS ”’—Spanning the whole work- 


a-day world of statutes;"régulations, rulings, court and 


administrative decisions, returns, forms, reports, instruc- 
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tions, concerning the important federal regulation and 
control of banks and banking. Pertinent full text provi- 
sions, forms, detailed explanations, editorial comments 
and suggestions make clear exactly what to do, and 
how and when and why to do it in handling every day 


banking puzzlers under federal banking regulation, 
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Cover Picture . . . Mt. Ranier, 14,408 ft. 
giant of the Cascade Range. On a clear day 
delegates to the Western Regional Trust 
Conference in Seattle (reported in this 
issue) could see this peak to the southeast 
and the snow-covered Olympics to the west. 
Well known for the beauty of her location 
on Puget Sound, Seattle is the business cen- 
ter of a State with vast resources in timber, 
agriculture, minerals and fisheries. Her rivers 
have been utilized for both irrigation and 
the hydro-electric power which has aided 
the recent rapid growth of manufacturing 
(airplanes, steel, aluminum and alloys). 
Seattle handles the bulk of Alaska shipping 
and holds an advantageous position on the 
“great circle” route to the Orient, while 
four railways and six airlines provide trans- 
portation to the east and north. Seattle has 
just passed the century mark but has a 
population of nearly half a million. Her 
eleven banks with thirty-two branches (not 
including branches with head office in other 
cities) hold deposits of $1.57 billion. 

Photo by Ewing Galloway 
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Trust Funds Up in 
Pennsylvania 


Personal trust funds administered by 
state banks and trust companies in 
Pennsylvania as of June 30th last 
amounted to $3,494,697,213, a gain of 
$113,970,204 or better than three per 
cent over the figure of June 30, 1951. 
This put the total of personal trust 
assets above the corporate trust level 
which declined $42.744,519 to $3,469.,- 
964,122. 

A AB A 


California Trust Division 
Committee Chairmen Named 
Business Development: Philip S. Dal- 

ton, trust advisor, Anglo California Na- 
tional Bank of San Francisco; Fiduciary 
Insurance: Eldridge H. Booth, Jr., vice 
president and trust officer, Title Insur- 
ance & Trust Co. of Los Angeles; Legis- 
lation: Joseph H. Rose, trust counsel, 
Security-First National Bank of Los 
Angeles; Taxation: A. W. Smith, as- 
sistant trust officer, American Trust Co., 
San Francisco; Trust Investments: J. A. 
Ducournau, vice president of Wells Far- 
go Bank & Union Trust Co., San Fran- 
cisco; Trust Operations: E. J. Tooker, 
assistant trust officer, Crocker First Na- 
tional Bank of San Francisco. 
eS 


New C. L. U. Associate 
Designation Adopted 


The award of a new professional desig- 
nation, Chartered Life Underwriter As- 
sociate, was authorized at a recent spe- 
cial meeting of the Board of Trustees 
of the American College of Life Under- 
writers, to become effective with the 
1952 Conferment Exercises. Equal in 
status to the C.L.U. designation, the new 
C.L.U. Associate designation will be 
awarded to persons meeting the same 
eligibility and examination  require- 
ments, but whose experience is in life 
insurance company administrative activ- 
ities or activities closely related to life 
insurance. The C.L.U. designation will 
be available to persons whose qualify- 
ing experience is based upon life insur- 
ance sales and service, managing, train- 
ing or supervising those engaged in life 
insurance sales and service, or college 
and university teaching of life insur- 
ance. Persons who are awarded the 
C.L.U. Associate designation will be 
eligible to use it as a professional desig- 
nation. 
A A A 
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STUDENTS AT 7th ANNUAL SESSION OF TRUST DEVELOPMENT SCHOOL 


sponsored by Trust Division, Illinois Bankers Association, in cooperation with Northwestern 
Ist row, l. to r.: Lloyd M. Faust, Commerce Trust Co., Kansas City, Mo.; J. David Lynch, 
Citizens National Bank, Lubbock, Tex.; Gordon K. Craig, Chicago Title & Trust Co.; 
Charles H. Reimers, Live Stock National Bank, Chicago; Vaughn N. Woodruff, First Na- 
tional Bank, Peoria; 

2nd row: Franklin E. Alexander, Jr., Northern Trust Co.; Don Witt, Northern Trust 
Co., Chicago; Maurice E. Butler, First National Bank, Rochester, Minn.; John J. Gainer, 
First National Bank & Trust Co., Alton; Robert S. Hoefert, Alton Banking & Trust Co.; 
Harold J. Clark, Director of the School, attorney, Chicago; Robert F. Balsley, Old Second 
National Bank, Aurora; George A. Glow, Harris Trust & Savings Bank, Chicago; John B. 
Landry, Jr., City National Bank & Trust Co., Chicago; Harold E. Bravick, Live Stock 
National Bank, Chicago; 

3rd row: George R. Waggoner, Jr., Shelby County State Bank, Shelbyville; R. L. Haga- 
man, Jr., First National Bank, Jackson, Miss.; James D. Keckley, Fletcher Trust Company, 
Indianapolis; Myron W. Madison, DeKalb Trust & Savings Bank; Harry F. Smiddy, Jr., 
Mercantile National Bank, Hammond, Ind.; L. K. Furgurson, Jr., National Bank of Com- 
merce, Norfolk, Va.; Raymond V. Dieball, First National Bank, Chicago; Edmund D. 
Januchowski, La Salle National Bank, Chicago; John H. Holder, Jr., First National Bank 
& Trust Co., Macon, Ga.; Edward B. Casassa, Marine Trust Co. of Western New York, 
Buffalo; James F. Bailey, Harris Trust & Savings Bank, Chicago; John H. Krueger, Groos 
National Bank, San Antonio; Van Gathany, Northern Trust Co., Chicago; Joe S. Champion, 


First State Bank, Albany, Ga. 





(4) The duty of collecting dividends 
may be delegated to a trust company 


Savings Banks May Use 


Trust Companies’ Services > dele 
; : or nominee if proper safeguards against 
In response to specific questions, the 


New York State Banking Department 
has given the following rulings to the 
Savings Banks Association, representing 
the mutual savings banks of New York 
State: 

(1) Securities owned may be deposit- 
ed in a custodian account with a trust 
company if the bank’s business is ac- 
commodated. 


loss are used. 
A A A 


Missouri Bankers’ Association has 
named Oren F. Miller, vice president, St. 
Louis Union Trust Co., as chairman of 
its Trust Committee for 1952-3. 


A & & 


J. H. Moye, vice president and trust 
officer of Guaranty Bank & Trust Co., 
Greenville, has been elected chairman 
of the Trust Section, North Carolina 
Bankers Association. 


(2) Securities may be registered in 
nominee name if the conduct of the 
bank’s business is accommodated. How- 
ever, although the trust company is A AA 


liable at law for the acts of its nominee, Philadelphia, Pa. — Shareholders will 








the savings bank trustees may wish to 
protect all risks by appropriate insur- 
ance as an exercise of due care on their 
part. 

(3) 
advice from trust companies is permis- 
sible, so long as the trustees do not 
delegate their decision on the nature or 
time of the investment. It is not required 
that such advice be confirmed by check- 
ing against another similar source. 


Use of investment services and 
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meet September 18 to vote on the merger 
of SOUTH PHILADELPHIA NATIONAL BANK 
with CENTRAL-PENN NATIONAL BANK, 
resulting in total assets of about $200,- 
000,000. C. A. Sienkiewicz will be presi- 
dent of the continuing institution; C. 
Russell Arnold, president of South Phil- 
adelphia, will be vice president; and all 
officers and employees of the latter named 
bank retained. This merger is the third 
in which Central-Penn has participated 
in the past three years. 


Nashville Bank Celebrates 

25th Anniversary 

In mid-July some 50 bankers from the 
Central South and key financial centers 
throughout the country assembled in 
Nashville to congratulate the Third Na- 
tional Bank on reaching its 25th birth- 
day, and in that time having become the 
nation’s 157th largest bank. At the open 
house 7,500 customers and friends added 
their congratulations. A_ stockholders’ 
dinner was attended by 750 and the di- 
rectors celebrated the aniversary by rec- 
ommending a 20% stock dividend which 
would increase the bank’s capital from 
$2.5 million to $3 million by transferring 
$500,00 from undivided profits. 

President Ben H. Wooten of the First 
National Bank of Dallas was the speaker 
at the bankers’ dinner and Harold H. 
Helm, president of Chemical Bank & 
Trust Co. of New York, addressed the 
stockholders. Two of the bank’s top of- 
ficers, chairman Walter J. Diehl and 
executive vice president D. W. Johnston, 
have been with Third National Bank 
through all its life. President Sam M. 
Fleming joined the staff in 1931. 

The bank’s annual report for 1951 
stated that the Trust Department had 
reached new peaks in that year in both 
earnings and new business. 


& A A 


Bank Women Meet 


At the Association of Bank Women’s 
30th Annual Convention to be held in 
Atlantic City, N. J. Sept. 25-28, Claude 
L. Benner, president of Continental 
American Insurance Co., Wilmington. 
will give the principal address on “In- 
flation as a Way of Life.” One of the 
features of the meeting will be a trust 
forum with Miss Elsie Parker, trust offi- 
cer, secretary and director of Southern 
Trust Co., Clarksville, Tenn., as Moder- 
ator. Subjects and participants in the 
panel (on the 26th) will be: 

“How a Trust Department Serves the 
Community” — Miss Grace C. Curtis, 
trust officer, New England Trust Co., 
Boston. 

“Estate Taxes’—Mrs. Elizabeth Van 
Sciver, assistant trust officer, First Na- 
tional Bank of Princeton, N. J. 

“Human Relations Side of Trusts” 
Miss Faye M. Harrop, assistant trust 
officer, First Trust and Savings Bank, 
Zanesville, Ohio. 

President Nancye B. Staub (assistant 
secretary and assistant trust officer of 
Morristown (N. J.) Trust Co.) will 
present the Jean Arnot Reid Award to 
the girl graduate of American Institute 
of Banking with the highest scholastic 
record for the year, at the luncheon on 
Saturday. 


TRUSTS AND ESTATES 


— 


T 


the 
get : 
W 
we | 
une 
save 
We 
of S 
we ¢ 
the | 
and 
Ir 
trait 
will 
idea 
and 
free 
A 
wide 
Dew 
syste 
date 
nati 
tion 
This 
and 
Ai 
citize 
“| 
mun 
ance 
treas 
of pr 


Asso 


th 
le 


gi 


er 
of 


*T) 
hower 
“Duri 
come? 
Ameri 


SEPT 


ec- 
ich 
om 
ng 


ns 

in 
ide 
tal 
on. 
In- 
the 
ust 
fi 


mm 
the 


the 
tis, 


‘an 
Na- 


ust 


nk, 


ant 
of 
vill 
to 
ute 
stic 
on 


rES 


EDITORIAL... 


Political Portraits 


SIGNIFICANT STATEMENTS OF THE PRESIDENTIAL 
CANDIDATES 


HE PEOPLE OF THE UNITED STATES are far more fortu- 
i today than any one of us may realize from reading 
the daily papers,* buying the daily groceries or trying to 
get a good day’s work done for a fair day’s pay—after taxes. 

We have a creeping inflation on the economic front, but 
we are increasingly aware of it. We have a crouching and 
uneasy war abroad, but we are building armaments that 
save lives, and may yet build policies that avoid bloodshed. 
We have lost some priceless freedom and some of the spirit 
of enterprise and honesty that made us a great nation; but 
government to see where 
the mastery lies: We are tiring of the shoddy deals of “bread 


we are examing ourselves and our 


and circuses” for personal rights and dignity. 

In this presidential election year we are having our por- 
traits painted. Some of the political artists and commentators 
will give us candid camera shots, some will paint in broad. 
idealistic strokes, some in vicious caricatures of gutter-colors, 
and others in modernistic daubs of double-talk. But we are 
free to make our own selection. 

Although the art of Politics or Government is not so 
widely understood as we might wish in a Republic or a 
Democracy, we are, so far, fortunate in having a two-party 
system to preserve a balance, and two Presidential candi- 
dates of unusual character and courage to outline the alter- 
nalive programs. As Gov. Adlai Stevenson said: “This elec- 
tion year can set the stage for great ideas and great events. 


This is a year which opens out on challenges, opportunities 


and decisions as big as history itself.” 

And as Gen. Dwight Eisenhower crystalized our role as 
citizens (as long ago as 1949); 

“It would do no good to defend our liberties against Com- 
munist aggression and lose them to our own greed, ignor- 
ance or shiftless reliance on bureaucracy and the Federal 
treasury.” He expressed his faith in our ultimate victory 
of peace, as well as war, in an address to the American Bar 
Association the same year, when he said: 

“Those who fear that our people are bogged down in 
the apathy of regimented thought have never been privi- 
leged to listen to the talk of a squad of soldiers, or a 

for that matter— to a confer- 
ence of bankers when there was under discussion a topic 
of vital interest to the future of this republic.” 


gandy-dancer gang. Or 


*The journalistic ‘“‘war of nerves’’ was cleverly evaluated by Gen. Eisen- 
hower during a press interview in June, 1945. When asked by the press, 
“During the Battle of the Ardennes, were you ever worried about the out- 
come?”, the general replied: ‘“‘You bet. Three weeks later when I got the 
American papers.” 
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Both in words and action, the presidential candidates of 
the two parties show a heartening respect for governmental 
honesty, efficiency and economy. Both lean toward decentra- 
lizing government, Eisenhower more specifically, Stevenson 
subject to a contrary record of his party’s administration 
and platform. Both show real appreciation of labor-man- 
agement harmony and national solvency as basic goals not 
to be scuttled by pressure group infiltrations or political 
gravy-trains. In either case we may expect—given proper 
support in the Congress—less Big Government, less Bigger 
Taxes, less Waste and less Give-away programs. Statements 
on key issues affecting the general economy, however, show 


significant major variances: 


Stevenson 


Eisenhower 


ROLE OF GOVERNMENT 


“Government — any gov- 
ernment — is not an end in 
itself. It exists to serve cer- 
tain human purposes. The 
effort should always be to 
leave as wide a range of 
activity as possible in private 
hands. ... 


“I am for continuing the 
process of gradual social and 
economic betterment which 
began in 1932... I believe 
in the program of the Demo- 
cratic party. 


“Our ears are deafened by 
the propaganda that man... 
must perish unless he is. . . 
the ward of big government. 


“Weak government favors 
the predatory; too strong a 
government regiments us all. 


“Another evil is the grad- 
ual absorption by the central 
government of functions that 
belong to local communities 
and to individuals . . . to no 
profit in terms of the nation- 
al welfare.” 


TAXES 


“The tax burden in this 
country is due largely to the 
national defense effort. I 
would say that perhaps it 
is wiser to spend money even 
in what appears to be exces- 
sive quantities, to buy insur- 
ance, than it would be to risk 
war and the cost of rebuiid- 
ing the house.” 


“Extravagance in govern- 
ment spending brings ever- 
increasing taxes-taxes which, 
if long continued, will 
strangle incentive. the very 
quality which built the na- 
tion. 

“How far can a govern- 
ment go in taxing away 
property rights and still not 
leave the government the 
master of the people instead 
of the servant?” 


(Continued on page 626) 
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HE VOLUME OF INDIVIDUAL TRUST 
; pedis administered by national 
banks continued to rise during 1951 to 
an all-time high. This is indicated by 
the report of Comptroller of the Cur- 
rency Preston Delano for the year ended 


TRUST ASSETS, GROSS EARNINGS AT NEW HIGH 


December 31, released last month. The 
total for 1,512 trust departments was 
$36,136,628,272, compared with $34,- 
597,174,122 at December 31, 1950, a 
gain of better than four per cent. 

For the first time, the report breaks 





Table I 


Fiduciary activities of national banks by States 


(as of December 31, 1951) 


Vumber of individual trusts 











Trust 
Number Agency, department 
of banks custodian, Assets of gross 
exercising escrow, individual Bond issues earnings 
fiduciary Living Court safekeeping trusts trusteed 1951 
Location powers trusts trusts etc., trusts Total (thousands ) (thousands) (thousands) 
Ala. 23 1,406 606 1,160 3.172 $ 352,339 $ 153,722 $ 873 
Al’ka. 2 a a ae aK ae % a» 
Ariz. 2 a as % % % a * 
Ark. 17 278 709 58 1,045 26,699 120,493 15] 
Calif. 19 9,627 8.483 6.342 20452 2,018,584 950,591 10,704 
Col. 19 967 1,051 1,241 3,259 229,709 91,942 673 
Conn. 33 1511 3,231 2.288 7,030 575,982 52.048 2,063 
Del. 6 18 117 2 137 1,605 —— 
Dt. | 889 164 557 1,610 214,130 112,951 647 
Fla. 24 1,295 1.14] 1,198 3,634 369,083 211,570 1,036 
Ga. 14 687 1,085 774 2,546 217,092 90,821 918 
Ida. 3 166 312 22 500 8,046 2,082 56 
il. 89 24,122 5,592 9.902 39,616 6,956,097 3,170,831 10,899 
Ind. 80 1,636 2,973 1,267 5,876 253,236 90,316 1,047 
a. 30 130 545 378 1,353 59,759 9,672 377 
Kan. 26 581 310 3,306 1,197 132,846 78,846 343 
Ky. 43 335 1,398 73 1,906 37,651 9,663 251 
La. 15 452 599 1,765 2.816 318,459 103,427 384 
Me. 23 379 58] 264 1,224 84,935 57,059 311 
Md. 13 962 243 42] 1,526 151,097 96,165 387 
Mass. 69 2.161 2.214 2.163 6.5409 1,032,213 231,459 2.772 
Mich. 18 1,310 1,339 1,618 4.267 1,334,462 293,632 2,058 
Minn. 20 2.°446 2.495 4,237 8.978 1,448,434 68,163 2.368 
Miss. 13 212 214 39 465 12,886 988 74 
Mo. 28 1,663 382 1,613 3,658 460,229 104,592 1,160 
Mont. 8 66 16 1] 153 3,822 2,143 26 
Neb. 10 398 343 1,246 1,987 237,028 136,221 346 
Nev. 2 370 657 7165 = 1,192 +78,305 +4446 7481 
N. H. 22 242 273 116 631 32,275 1.585 139 
N. J. 107 1.206 2,913 397 5,516 505,809 45,482 1,726 
N. M. 4 171 143 37 685 15,603 36.523 153 
nN. ¥ 151 4.933 6.90 14590 25,028 12,670,442 5,700.730 11.856 
N.C 23 385 1,692 103 2,180 56,251 91,979 387 
N.D 3 135 199 27 361 10,805 80,976 57 
a. 43 3,093 3,000 2,987 9,080 1,325,197 316,907 3,647 
Okla. 19 397 184 5,004 5,585 319,129 320,571 444 
Ore. 6 1,381 642 340 2,363 196,560 9,586 737 
Penna 205 =11,759 = =21.745 2713 36,277 2,261,904 837,625 7,103 
R. 1. 3 252 209 258 719 67,592 1,774 235 
S..&. 10 1,271 499 252 2,022 91,753 84,955 300 
> aa 5 103 233 55 391 10,530 69 47 
Tenn. 24 1,200 1,250 717 3,167 272,584 35,847 950 
Tex. 73 3,757 1,293 2,607 7,657 627,794 535,089 2,859 
Utah 3 158 190 323 671 37,929 3,002 108 
Vt. 18 198 344 53 595 16,070 776 83 
Va. 63 1,383 3,558 1,723 6,664 450,378 104,473 1,586 
Wash. 18 2,230 1,016 1,128 4,374 288,556 49,743 1,200 
W. Va. 20 598 1,338 203 2,139 50,721 4,237 331 
Wis. 24 771 1,927 1,019 3,717 195,973 44,451 719 
Wyo. 12 145 269 385 799 18,047 340 45 
Total 1512 84440 87,149 78.171 249,760 36,136,628 14,550,563 75,130 


*Included with figures for the State 


of Nevada. 


+Includes figures for 2 banks in Alaska and 2 banks in Arizona. 
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down individual trusts into three cate. 
gories, adding to the traditional “living 
trusts” and “court trusts” the general 
grouping of “agency, custodian, escrow, 
safekeeping, etc. trusts.” This new class. 
ification explains substantially the sharp 
difference in the number of accounts 
handled in 1950 and 1951, the earlier 
year showing only 191.874 while last 
year the figure reached 249,760. of 
which about 30 per cent—78,171—were 
in the new category. 

Trust department gross earnings ad- 
vanced at a higher rate than asset vol- 
1951 amount of $75,130,000 
being about seven per cent over the 
previous year’s gross of $70,025,000. 
While the average department commen. 
surately upped its gross from $48.256 
to $51,368, the average gross earnings 
per trust faded from $322 to $280, pro- 
bably attributable to the new classifica. 
tion, 


ume. the 


The average size of individual trust 
accounts fell from $180,312 to $144, 
685, but the 1950 figure itself repre- 
sented an abnormal jump of some 50 
per cent over the preceding year's item 
of $120,471. Disregarding 1950, there 
has been a steady trend upward in the 





Table Il 


Fiduciary activities of national banks 
by Federal Reserve districts 


(as of Dec. 31, 1951) 


3 ‘ S ~ 
Sé3 = ..¢ 
1 or ee Sy 
Sswt S233 es 
Districts 533 : ails Ei: 
Boston 160 $1,739,598 $5,260 
New York 224 13,141,527 13,577 
Philadelphia 221 588,650 2,672 
Cleveland 101 3,128,354 8,597 
Richmond 133 1,007,942 3,603 
Atlanta 100 1,414,775 3,807 
Chicago 197 8,736,565 14,699 
St. Louis 98 273,023 1,386 
Minneapolis 45 1,479,767 2,552 
Kansas City 102 1,343,066 2,737 
Dallas 76 655,381 2,954 
San Francisco 55 2,627,980 13,286 
Total 1,512 36,136,628 75,130 
Table III 


Classification of Trust Investments 


(as of Dec. 31, 1951) 





Type Amount Percent 
Bonds $12,906,812,755 64.57) 
Stocks 4,666,911,798 23.35 
Mortgages 826,117,941 4,13 
Real Estate 675,410,079 3.385 
Miscellaneous 912,690,397 4.57 

Total $19,987 942.970 100.00 
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4,13 
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4.57 
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average size of accounts. With the gain 
in total funds, it is not surprising that 
the average trust department held $23,- 
899.886 on December 31, 1951, as 
against $22,791,287 the year before. 
The difference is only slightly affected 
by the six fewer departments reporting 
for 1951. 

The number of corporate trusts ad- 
ministered as of the year-end showed a 
heavy decline from 25,396 to 17,387, 
the dollar drop being from $16,049,- 
755,831 to $14,550,563,662. 

The Chicago Federal Reserve District 
maintained first position in aggregate 
trust earnings with $14,699,000. New 
York took over second place from San 
Francisco, reporting $13.577.000 com- 
pared with $13,286,000 for the latter. 

Investment diversification revealed a 
slight shift to stocks. Of the $19,987.- 
942.970 set down as (the 
remainder of the $36 total is 
classified as time and demand deposits, 
$1.217.087.396: believed 
to consist largely of the third category 
of agencies, etc.. $14,931.597,906) the 
amount represented by stocks at the 

of 23.35 per cent, 
while the 1950 ratio was 22.91 per cent. 
Bonds eased from 65.14 to 64.57 per 
cent. 


investments 
billion 


other 


assets 


end last year was 


The Comptroller's report also con- 
tains breakdowns according to size of 
bank for comparative purposes. 





Table IV 
Fiduciary activities of national banks 
(as of Dec. 31, 1951) 


Number of national banks with 


trust powers administering 
trusts BS 
Total number of national banks 
authorized to exercise trust 
powers 1,773 
Total assets of national banks 
with trust powers administer- 
ing trusts $82,528,867 ,255 
Trust Assets 
Investments $19,987,942.970 
Time deposits 401,449,562 
Demand deposits 815,637,834 
Other assets 14,931,597,906 
Total 36,136 ,628,272 


Trust Liabilities 


Private trusts 


$ 6,313,858,854 


§ Court trusts 3,650,298,910 
Other liabilities 26,172,470,508 
Total 36,136,628,272 
Number of living trusts being 
administered 84,440 
Number of court trusts being 
administered 87,149 
Number of agency, custodian, 
escrow, safekeeping, _ etc., 
trusts being administered _ 78,171 


SEPTEMBER 1952 


Two Out of Three Trust 
Departments Show Profit 


Two banks showed a profit for every 
one that showed a loss on trust depart- 
ment operations in 1951, the Federal 
Reserve Bank of Boston has just re- 
ported in its analysis of income and ex- 
penses of 55 trust departments in New 
England. These banks, with trust assets 
of approximately $5,650,000,000, last 
year had aggregate trust income of $17,- 
021,000, which produced an average net 
earnings to income ratio of 5.9%. 


With more banks than ever before 
participating in this annual survey— 
which enables trust departments to com- 
pare their expenses and earnings with 
those in departments with similar gross 
income—all 18 trust departments with 
income over $200,000 last year showed 
a profit, the average net approximating 
20%. Wider variation was revealed in 
the smaller trust departments. Three of 
the six with income between $100,000 
and $199,999 operated unprofitably 
while one-third of the 15 in the $50.- 
000-99,999 category showed a loss and 
ten of the 16 in the last group of $20,- 
000-49,999 were in the red. 

For the 45 banks reporting in both 
years, total trust income rose about 
8.5%. But expenses increased 10.6%. 
with the result that net earnings of the 
comparable departments were down al- 
most 4%. The gross increased in 32 of 
these departments while costs (exclud- 
ing income taxes) advanced in all but 
one. Net earnings increased in 18 or 
40%. 

Analysis of the sources of trust de- 
partment income indicated that the 
smaller trust departments relied more 
heavily on estate accounts than did the 
larger banks, this being largely respon- 
sible for the wider variation in gross 
for these groups. For example, while 
the average department derived 21.9% 
of its income from estates, the smallest 
income group obtained 28.5% and the 
largest group (eight with income over 
$50,000) only 13.9%. On the other 
hand, corporate accounts were more im- 
portant to the larger banks, the top 
group securing 11.8% of its income 


Total number of individual 


trusts being administered 249,760 
Average volume of individual 

trust assets in each bank $23,899,886 
Average-welume of trust assets 

in each Individual trust $144,685 
Average gross earnings per trust 

for year ended Dec. 31, 1951 $280 
Average gross earnings per trust 

department reporting trust 

earnings $51,368 





from this source. The average report- 
ing trust department received 49.8% of 
its revenue from personal trusts and 
guardianships and 22.6% from agencies. 


On the average, personal accounts 
were more profitable than corporate, a 
reversal of the 1950 experience. The 
average net earnings to income ratio 
for personal accounts was 6.1%, while 
for corporate accounts it was only 2.1%. 
Thirty-four of the 50 banks which segre- 
gated their personal trust. estate and 
agency business made a profit, whereas 
seven of the eleven banks reporting cor- 
porate business showed a profit. 

Expensewise, the largest item was, of 
course, salaries and wages which ac- 
counted for 68.8% of total expenses be- 
fore overhead. There followed in order 
of importance: occupancy of quarters 
7.5‘, pensions and retirements 3.8%, 
postage and supplies 3.7, advertising 
2‘;, and furniture and equipment 2.0%. 
seven other expense items averaged be- 
tween 1 and 2% of total direct expenses. 
Overhead averaged 15.7‘. 

The Federal Reserve Bank of Boston 
expresses the hope that this survey will 
assist management in analyzing trust 
operations on a comparative basis so 
that adequate trust services can be ren- 
dered at a reasonable profit to the bank. 





This famous corner site at Broad & Chestnut 
Streets, Philadelphia, has just been pur- 
chased by The Philadelphia National Bank 
in one of the largest single real estate trans- 
actions ever to take place in the city. The 
bank will locate its main offices here. The 
building — the Lincoln-Liberty Building — 
on its lower floors now houses the John 
Wanamaker’s Men’s Store, which is to be 
removed to the adjacent Wanamaker store 
building. The main and lower floors will be 
made into completely up-to-date banking 
quarters to provide adequate facilities for 
the growing business of this $800 million 
bank, including its trust, personal loan and 
safe deposit departments. 
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General view of Seattle from 42 Story Smith Tower 


INVESTMENTS AND OPERATING ECONOMIES 


EATTLE WAS HOST on August 13-15 
S to the 26th Western Regional Trust 
Conference, held under the auspices of 
the Trust Division, American Bankers 
Association. Solutions to the problems 
of investment in today’s high market 
and administering trust business at a 
profit were the major points of consid- 
eration on the program which was ar- 
ranged through the committee headed 
by Reno P. Ransom, vice president of 
Seattle-First National Bank. Robert W. 
Sprague, vice president and senior trust 
officer of the National Bank of Com- 
merce in Seattle, was chairman of the 
General Committee in charge of the 
Conference. 


Keep 50% in Stocks 


Subject to the usual individual con- 
siderations which a trustee must always 
keep before him, Trust Division Presi- 
dent Joseph W. White expressed his con- 
viction that the prudent trustee could 
continue to maintain approximately 50- 
60% of an account in common stocks 
of well-managed, financially sound com- 
panies. He summarized the conflicting 
influences which plague all trust invest- 
ment officers today, such as the demands 
of beneficiaries for more income, the 
problem of riding substantial profits and 
the alternative of sale and reinvestment 
at lower yield in the desire to protect 
values built up by market appreciation. 
sometimes entailing substantial capital 
gains taxes. 

Mr. White, who is vice president of 
Mercantile Trust Co., St. Louis, cited 
specific examples of a small trust in 
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existence for eight years which has 
grown from $34,000 to $60,000, now 
59°% in stocks, and another of $750,000 
which, over the same term, 
just $1,000,000, 
stocks. A practical consideration of all 
the factors has deterred the trustee from 
selling down the stock position in either 
account because of the substantial profit 
cushion and tax penalties involved. He 
also gave the case of a large charitable 
endowment fund invested 61.7% in 
commons at the end of 1951, of which 
a group of investment experts made a 
study to determine the wisdom of re- 
ducing the common. stock holdings. 
While certain of the highest quality 
stock holdings could have been sold and 
reinvested without penalty in bonds, the 
experts recommended to the _ trustees 
that, in their opinion, the final invest- 
ment result by holding the 
through any possible business and mar- 
ket declines would be better. 


grew to 


over now 58% in 


stocks 


Admitting that timing of purchases 
was important, particularly over the 
shorter term, Mr. White based his belief 
in the future of stocks upon the fact 
that this country is still in an expand- 
ing economy and that the fortunes of 
strong, well managed companies will 
grow with our progress. He quoted the 
record of recovery of General Motors 
and Standard Oil of New Jersey from 
the 1932 lows to present levels in illu- 
stration of the recuperative powers of 
our basic business organizations. 


Free Enterprise 


The American system of privately 


owned economy is the best system, be- 
cause it has given its citizens the high- 
est standard of living known, said E. L. 
Blaine, Jr.. vice president of the Peoples 
National Bank of Washington, who pre- 
sented in detailed outline the basic ele- 
ments which bankers should be alert 
to make understood to the public. With- 
out tools, man is relatively helpless and 
the principles of tool rental and division 
of labor account for our entire economic 
and social progress, together with the 
development of saving to acquire these 
means of production. 

Mr. Blaine also discussed the various 
forms of ownership of tools, such as 
Socialism and Communism, as well as 
the concept of money, the growth of the 
corporation and the profit motive and 
its relation to other cost factors in pro- 
duction. Labor cost represents almost 
100‘% of total production cost, he said, 
whether it appears as freight, deprecia- 
tion, advertising, rent or profit; in any 
event, each item pays someone who ex- 
pended time and energy in a production 
step. Without greater production effici- 
ency resulting in lower unit labor cost, 
higher labor costs must raise product 
prices yet the recent steel strike wit- 
nessed the results of “fuzzy thinking” in 
the government’s contention that the 
steel companies could pay the higher 
proposed labor costs out of profits be- 
for taxes. With a lower profit margin, 


é 


t 


Mr. Blaine explained how their federal | 


taxes would have been reduced, which 
the government would then have been 
forced to make up by other taxes upon 
the public. The citizen is the sole source 
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of wealth and the government does not 
create it, and it is such truths that the 
banking profession should strive to in- 
culcate for the protection of the Ameri- 
can system, said Mr. Blaine. 


Forum on Profits 


The second session on Wednesday 
afternoon was given over to a Profits 
Forum led off by Harry M. Bardt, vice 
president and senior trust officer of 
Bank of America N.T.&S.A. in San 
Francisco. Conceding that a number of 
studies had revealed the unprofitability 
of all but a small segment of trust depart- 
ments, perhaps as few as ten per cent, 
Mr. Bardt declared that trust business 
can and should 


profits. 


produce reasonable 


Attributing the main blame for this 
situation to the accumulation of free or 
cut-rate service through the years, the 
former Trust Division president chal- 
lenged trustmen to a three-fold task: (1) 
the ascertainment of the real costs of 
operations, and their reduction to a 
minimum; (2) the adoption of a real- 
istic schedule of charges geared to these 
costs; and (3) the utilization of every 
means available to educate the officers 
of the other bank departments as to 
the wisdom of these efforts. 


trust 
services 


American National Bank 
and Trust Company of Chicago 


LA SALLE 





Operating Procedure 


In discussing “Systems and Mecha- 
nization” as they effect operational econ- 
omies, L. S. Severance, assistant trust 
officer, United States National Bank, 
Portland, Ore., advised careful analysis 
to be sure that a new system or machine 
would be more efficient for the entire 
over-all procedure, as well as for a 
particular job. He described what the 
establishment of a system entails, how 
to keep abreast of new developments, 
and the relationship between system and 
mechanization on the one hand and 
selection and training of personnel on 
the other. He especially emphasized the 
need for officers and staff members ask- 
ing — and answering — the question 
“Why?” in regard to any established 
or newly considered procedure. His re- 
marks are set forth more fully at page 
658. 


Investment Review Procedures 


Sound principles working for econ- 
omy and efficiency in investment review 
procedures were summarized by F. J. 
Thieme, Jr., trust officer of Citizens Na- 
tional Trust and Savings Bank of Los 
Angeles, as follows: 

Get the best possible investment 
and investment committee personnel 





Furnish the investment department 
the best of labor-saving investment 
and statistical service 

Keep procedures simple by elimin- 
ating unnecessary forms, records. 

The importance of qualified and ex- 
perienced personnel in the preparation 
and review of investment material can- 
not be overemphasized, said Mr. 
Thieme, in assuring better results at 
lower cost. The number of securities 
carried in accounts should be kept down 
and the investment men furnished with 
statistical matter such as prepared by 
Studley, Shupert & Co. and Standard 
and Poor’s Trade and Securities Service, 
as well as others which express sound 
opinion on specialized fields, as Duff 
and Phelps on public utilities. 

One of the largest trust companies, 
asserted Mr. Thieme, uses a_ pencil 
schedule listing security classification, 
market value and income, which can be 
used for four to five reviews. Today’s 
status and plans for the future are more 
important than past records, in their 
opinion, although some banks prepare 
elaborate schedules and income records. 
A synoptic record of the controlling 
trust instrument and other pertinent in- 
formation for guidance of the invest- 
ment man accompany this form. 


Wien you need a fiduciary in Chicago, American 


National Bank and Trust Company stands ready to 


serve your requirements fully and efficiently. The 


experience and friendly co-operation of our Trust 


officers can help you achieve your purpose, for 


individuals, estates or corporations. You are cordially 


invited to call or write about any of our trust 


department services, or your own particular problem. 


Member Federal Deposit Insurance Corporation 


AT WASHINGTON - CHICAGO 90, 


ILLINOIS 


















It is generally recommended that the ledger entries. Tax work, vault work Profitable Fee Basis Depends ree 
investment findings be typed for dis- and control, customers’ statements and on Cost Analysis i. 
tribution to the committee. The commit- office administrative time will all realize Cities of te nities oe — 
tee may act at regular meetings or the benefits as time goes on. The number studying trust costs and continuous -r 
reviews may be “round-robined,” which of credit entries for income, for ex- analysis of trust expenses by banks will : 
Mr. Thieme feels is satisfactory practice ample, has been reduced by approxi- accomplish more geod than any othis im : 
if the recommendations are the work of mately 10,000 per year at the Bank of sinale Secher in imqeeving snd vatheull on 
two investment men. America by means of the Common izing fee schedules. This firm convic 1 

Industry reviews are extremely im- [rust Fund. tion was expressed by B. B. Brown, vice ie 
portant, emphasized Mr. Thieme, and Economies of this nature are not to president and senior trust officer of the es 
with the approved buying list should be be considered a substitute for charging American Trust Co.. San Francisco. Re. iad 
checked at least twice a year, simpli- reasonable fees for trust services, Mr. marking that the resistance of banking | pore 
fying the statistical compilations by con- Johnson emphasized, but they do make cystomers to the payment of adequate hold 
tinuing spread sheets, data, and com- possible the acceptance and good ad- tryst fees may have been exaggerated, 
pany reports. ministration of small accounts which Myr. Brown went on to say that renegoti- Pe 

: otherwise might have to be turned down. ation of fees fixed by agreement or al- | °¢e 
Economies from Common Funds Other benefits, he said, are the broad  |owed by court to produce a satisfactory | ' th 

The operational economies offered by investment diversification, a steady con- profit is a preliminary step to statutory infor 
a common trust fund are to be found tinuity of income, and usually a higher changes where compensation is fixed by emp! 
in the reduced number of individual rate of income for the beneficiaries. law. adop 
items handled, the trustmen were told. The use of Common Trust Funds all Classifying services as ordinary (re- 7 
by J. R. Johnson, vice president and  4ver the country has shown remarkable curring year after year), special (not Fede 
vast cmon, Bank of Amecica, NT. & growth, but the idea will reach true recurring but known to be required at Dict 
minh Lan Rnguien, We hanks Fond, maturity when still more, and especially some time; e.g. opening and termination on 
son. ieananen, head msi it geetibile to: in- the small size, institutions begin to es- of account, discretionary payments), cit 
vest the participations of 1,022 accounts tablish their funds, Mr. Johnson said. and extraordinary (those not foresee. | SU" 
ioe ae ah eeitone dager dapenen.dgge Trust departments with assets under ad- able at the inception of the account; si 
Fund) in contrast to the average of ministration of less than $1,000,000, e.g. contested tax matters, litigation, he 
toe Nea peveinealy sniguleed. Meee. and usually run by part time officers major real estate improvements), Mr. a 
over, the growth of the Fund in its and employees. might never be able to Brown cited Gilbert Stephenson’s 1945 iy 
ett Soar yeas Konan: on Sn glentiel establish a fund under present regula- study on the subject in which two legal _ 
of $800,000, representing 55 accounts tions. Two-thirds of the trust depart- principles were pointed out: (1) only} — 
to nearly $21 million with 1,022 ac- ments in the United States are in this where a fiduciary’s compensation for . , 
counts indicated that such funds answer category, the speaker stated, and “a way ordinary and special services is fixed by “4 , 
a real economic need, Mr. Johnson said. duauhi be found very soon whereby they statute or sapmnet con elaine oan — 

During approximately the first two might be permitted to group together vision be made for additional compen: “' 
years of a Common Trust Fund, when for the purpose of organizing a co- sation for extra services; (2) if compen- —_ 
assets of individual accounts are being owned fund.” sation is fixed by agreement or statute te 
sold for reinvestment in the Fund, addi- Mounting income and estate taxes without provision for extra services, the am 
tional activity is required in nearly have created a situation in which the fiduciary cannot obtain compensation | ® . 
every department, Mr. Johnson ex- medium sized and small estates need for such services. Hence, the speaker . 
plained, and may even increase costs, trust services more than ever before. gathered, compensation clauses should TI 
but thereafter economies will be noted. For them in particular the Common _ either be so broad as to cover additional | With 
These will probably appear first in se. Trust Fund makes possible the sound compensation for extraordinary services} °f Pp 
curities and investment analyses and re- investment program and the modern op- by implication or should include a spe- by I 
views. Accounting economies will result erating economies which good trustee- cific provision for reasonable compensa: | ali 
from fewer income, principal and asset ship requires, Mr. Johnson concluded. tion therefor. with some definition as to eS 

what services should be deemed extra 
TRUST CONFERENCE FIGURES ordinary. That figure should give ade} _ - 
quate recognition to the trustee’s know-] State 
how. an a; 
The ideal schedule, according to Mr. who 
Brown, should (1) recover the bank's = 
full cost of servicing the account plus a “we 
profit; (2) spread the costs among the! = : 
respective accounts fairly in relationship} 
to their individual contribution to the} ~* 
total expense; (3) be reasonably close “1 
to being compeiitive with schedules off °™' 
other banks in the same market; and scho 
(4) be in line with the value of theg P& 
service to the public. said. 
Cost analysis may in some instances M 
ROBERT W. SPRAGUE JOSEPH w. WHITE RENO P. sauapene ueniial the pear" for cutting ceuihinn al hay " 
General Chairman President Program Chairman 
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penses rather than raising fees, the 
speaker commented. But it will surely 
show that the cost of operating a given 
account will vary with the number of 
holdings, the amount of activity and its 
size. Hence, in sole responsibility trus- 
tee accounts where the fiduciary controls 
the number of holdings and the activity, 
a schedule based on value is satisfactory 
for ordinary services. But in co-trustee, 
directory or custody accounts, number 
and activity are usually heavier so that 
here the fee should include charges per 
holding, per value and per activity. 


Pointing out that fee schedules influ- 
enced by competition tend to conform 
to the cost notions of the most poorly 
informed bank in the area, Mr. Brown 
emphasized the importance of a wider 
adoption of cost analysis. In this con- 
nection, and following the lead of the 
Federal Reserve Bank of Boston 
page 619 this issue), the San Francisco 


(see 


District has, at the suggestion of a com- 
mittee headed by Mr. Brown, made a 
survey of trust department income and 
expense during 1950 and a similar study 
is in progress for last year. These analy- 
ses enable the participating banks to 
compare certain trust department oper- 
ating results with the District averages. 
Expansion of these studies over a period 
of time would increase their usefulness 
to the banks, in the opinion of Mr. 
Brown’s committee, the ultimate hope 
being the determination of unit costs 
of various standard operations. Such 
composite and individual bank figures 
would aid greatly in adjusting fee 
schedules and reviewing procedures to 
improve efficiency. 


The Profits Forum concluded 
with an informal discussion of the effect 
of promotional policy on net earnings, 
by Benson L. Smith, vice president of 
California Trust Co.. Los Angeles. 


was 


Farm Management as Trust Service 


“Every trust company in the United 
States should have among its personnel 
an agricultural man, not necessarily one 
who has graduated from an agricultural 
college, but one who has taken time to 
study the farmers’ problem.” Noel T. 
Robinson, vice president and trust offi- 
cer, Central National Bank & Trust Co., 
Des Moines, told the Conference. This 
man should be willing to devote some 
of his time to attending Farm Managers’ 
schools, and should have had some ex- 
perience in actual farm management, he 
said, 


Many estates of $100,000 or more 
have at least one farm as an asset, and 
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a successful corporate executor and trus- 
tee needs a qualified Farm Manager on 
its payroll to make sure that such es- 
tates and trusts are properly managed. 
Whether the trust department should go 
further and solicit agency accounts in 
farm management depends on the indi- 
vidual bank, Mr. Robinson stated, add- 
ing that “First it must be considered 
that the Farm Manager is just as much 
a necessity in the trust department as 
the probate or corporate officer; sec- 
ondly, if you allocate his salary and 
expenses to his division of the depart- 
ment, the chances are he will operate at 
a loss. Then why not go after the agency 


or living trust business and management 
of other farms in order that a profit 
can be shown?” 


Each fieldman should be able to care 
for fifty farms, Mr. Robinson explained, 
if they are within a radius of fifty 
miles from his home. By residing in a 
community close to his work he can 
serve the farms better and reduce travel 
expense. The going rate of charge to 
the owner of the farm is ten per cent 
of gross rentals, with a minimum of 
one dollar per acre, which with present 
prices should provide “a very substan- 
tial profit from each fieldman’s efforts.” 

(Continued on page 650) 
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HE FORCES AND MOTIVES tending to Act which outlines powers and duties where the distributing trust required soe 

| eon an ever-increasing volume which are read into the trust instrument, cash. ov 
of trust business require that a lawyer except insofar as they may be limited cna , a : 
interested in estate and property matters _ by the trust instrument itself. Local Statement of Policies ia 
in all cases at least consider the advisa- As a guide for such an act, which I believe that the development of cor- a0 
bility of placing property in trust, and also includes manv_ other provisions porate trustee business will always be It 
the modern administration of trust es- relative to trusts. there is the Texas subjected to some measure of criticism left 


tates (at least in the West) usually 
means the placing of property with a 
trust institution. 

In an article in TRUSTS AND EsTaTES* 
Harry M. Bardt of the Bank of America 
in San Francisco, discusses the mount- 
ing cost of doing a trust business, the 
acute shortage of experienced trustmen, 
and inadequate income. It is my sincere 
belief that the following suggestions will, 
although perhaps indirectly, lead to 
greater efficiency in the operation of 
trust departments and to an increase in 
desirable business. 


A Trust Act 


Trustmen are familiar with the many 
hours spent in conference trying to in- 
terpret the language, or in many cases, 
the lack of language, in trust instru- 
ments. In respect to the powers and 
duties of the trustee, practically every 
instrument is different. 

Many people are deterred from exe- 
cuting a trust instrument because with 
its long outline of powers and duties 
it seems too complicated for them to 
take the responsibility to consider or 
execute. The lawyer, on the other hand, 
knowing the problems that must be met 
in the years of administration, feels it 
necessary to include these powers and 
duties. 

It seems to me, therefore, that effici- 
ency in the handling of trust estates and 
increase in the number of instruments 
executed will result from the enactment 
of a broad Trust Act, or at least a Trust 

Excerpted from address before Western Regional 
Trust Conference, Seattle, August 15, 1952. 


*“What Price Trust Service,’”’ Feb. 1952 T.&E., 
p. 94. 
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Trust Act of 1943. 1 recommend a study 
of this Act.7 

Such an Act would make tremendous 
benefits available in interpretation and 
administration of any trust instrument. 
Its provisions cover, with greater par- 
ticularity than will be found in the most 
carefully drawn trust instrument, al- 
most every conceivable trust problem. 
Furthermore, if the Act or such por- 
tions thereof as may be adopted is in 
the same language in the various states, 
the body of interpretive case law will 
be cumulative’ and mutually helpful. 
This is not possible where courts are 
called upon to construe dissimilar laws 
and language, for frequently each case 
is forever restricted by the language of 
the individual trust instrument to its 
own situation. If this Act should be 
deemed too extensive to receive univer- 
sal approval, I strongly urge that the 
portions thereof dealing with “Powers, 
duties and responsibilities of trustees” 
and “Income and Principal-disposition” 
be adopted. 

Leading trust officers in Texas have 
expressed their satisfaction with the 
Trust Act. Their practical experience 
will furnish a ready source of sugges- 
tions for any improvements which hind- 
sight has indicated. One section that 
may require re-examination is the pro- 
vision prohibiting a trustee from selling 
an asset held by one trust to another 
trust. Experience in Texas under the 
Act indicated soon after its passage that 
at the termination of some trusts it 
would have been very desirable to trans- 
fer high grade assets to another trust 


+See Jan. 1945 T.&E., p. 77. 
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local areas or, at least, state-wide. Re- 
gardless of how sincerely your hand is| 
extended to the lawyer, in recognition 
of the separate functions and the prob- 
lems involved, the rather delicate situa- 
tion is best solved by a writing executed 
by the authorized representatives of 
both groups and kept ever handy to 
all concerned, as a reminder that no 
matter what the appearances might be 
in any given situation, neither party has 
anything to fear from the other. 

The subject cannot be left with the 
1941 pronouncement of the Statement of 
the 
Group of the American Bar Association| 


Policies of National Conference 


and the Trust Division of the American 
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Bankers Association even though it has} 
brought about much good. Only a small 
number of lawyers are familiar with 
this declaration and, furthermore, many 
lawyers do not belong to the American} P 
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adopted locally with such changes as 
may be indicated by local situations. 


The fact that the statement by the 
National Conference Group can only be 
a guide to local action is evidenced by 
the subsequent action taken at various 
state and local levels. Trustmen and at- 
torneys in nine states have adopted 
locally in whole or in substance this 
national statement of policies. However. 
in more than thirty additional localities* 
they have statements of their own draft- 
ing. 

Reference to these local agreements 
demonstrates that the national state- 
ment can very well be amplified by sev- 
eral points of agreed action. It is ad- 
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IN MEMORIAM 


JEROME T. BOWDEN, trust officer at the 
Palo Alto branch of BANK OF AMERICA 
Nets @ BA 

LAWRENCE MARIO GIANNINI, president 
and chairman of general executive com- 
mittee of BANK OF AMERICA N.T. & S.A. 


CLARENCE ALBA HIeErs, trust officer 
and assistant cashier of SouTH CARo- 
LINA NATIONAL BANK, Columbia. 

JOHN G. KILBRETH, trust officer of 
City BANK FARMERS TRUST Co., New 
York. 


JOHN J. MOLEBASH, assistant vice pres- 
ident and trust officer of REEVES BANK- 
ING & TRUST Co., Dover, Ohio. 


GUSTAV K. OSTERHUS, who retired last 


April as manager of the bank examin- 
ation department of the FEDERAL RE- 
SERVE BANK OF NEW YORK. 

HEMAN T. PowERs, widely known prac- 
titioner and teacher, who devised the 
Powers System of Estate Analysis and 
conducted a column in T&E on that sub- 
ject from 1946 until his health failed in 
1950. 


a & & 


Virginia Trust Earnings Off 


Gross earnings of state bank trust 
departments in Virginia were $697,882 
last year, as compared with $709,566 in 
1950, according to the annual report of 
the Banking Division. 


Complete Trust and 


Investment Management 


Facilities 


PERSONAL 
CORPORATE 
PENSION 


TRUST DEPARTMENT 


THE PHILADELPHIA 
NATIONAL BANK 


Organized 1803 
PHILADELPHIA 1, PA. 


Member Federal Deposit Insurance Corporation 
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Stevenson 


POLITICAL PORTRAITS (Continued from page 617) 






Eisenhower 


MoneEY AND INFLATION 


“Meeting such problems as inflation, housing and the 
high cost of living, is part of a labor policy, because it is 
part of a national problem. 

“Closely related (to the issues of inflation and national 
solvency) is Federal spending, increasing Federal debt and 
higher taxes. Can these trends be reversed ? 

“Prices will always outrun wages. A pork chop is faster 
on its feet than you are. Everyone agrees that the best 
remedy for inflation is more production.” 


ECONOMIC 


“The people of this country are better off than they or 
any other people have ever been. . We shall need all 
our economic energy and moral strength to meet and master 
the situation we confront. 


“Our welfare is not measured by what we get from the 
pay-roll clerk, but by what we get at the store, and the 
hospital, and by what we have left to put in the bank.” 


LABOR 


“We must stop treating labor and management like fight- 
ing cocks . . . there can’t be class hatreds or group antagon- 
isms in a healthy democracy. . . . The interests of the day 
worker, the white collar worker, the employer, the farmer, 
are all rooted in the soil of national well-being. If your 
employer’s business fails, you are out of a job... . 

“Unions which are given powers by government should 
be open to all on equal terms. 

“The greatest hope for industrial peace is not in laws 
but in private agreements.” 


THE Main 


“The common denominator of all I have said is Confi- 
dence—confidence not in law or government but in one 
another, in free men and women; confidence in the private 
organizations they have set up, the private processes they 
worked out to meet their common problems. . . . I think 
that the domestic issues of the greatest importance . . . are 
inflation and national solvency. . . . The basic point (of 
foreign affairs) is that the hard fact of Soviet Communist 
imperialism presents a real danger to the free world.” 





“I believe most deeply that the roots of good government 
in this country lie in clean, honest, efficient local and state 
government. . It isn’t enough to have good candidates 
. are the 


. the country, ‘the city, the precinct workers . . 
seaple who win elections. . . .” 






“The value of our money becomes the football of politics, 
subjected to the political whim of the moment. 

“If we keep up at this rate the old-age pension of $41 in 
another year will be $26. . . . The only way we can look 
after such people is to keep our money stable. 

“It ( the Washington mess) is cutting down the value of 
every dollar you have put away for the future. . 

“Inflation cannot only destroy our savings, but our jobs. 

. We’ve got to take this government in our own charge, 
we have got to depend upon ourselves where we can.” 


STRENGTH 


“We must achieve a prosperity that is not based on ex- 
penditures for war. To retain our economic soundness, 
we must get the maximum return on every dollar spent for 
defense. A bankrupt America is a defenseless America. 


“When shallow critics denounce the profit motive inherent 
in our system of private enterprise, they ignore the fact that 
it is an economic support of every nals right we possess 
and that without it all rights would soon disappear.” 


& CAPITAL 


“How can labor prosper unless the farmers and all in- 
vestors prosper? How can they prosper unless labor pros- 
pers? ... Intelligent management certainly recognizes the 
need of maximum income to workers, consistent with reason- 
able return on investment. With equal clarity, labor cannot 
fail to recognize the need for increasing amounts of risk 
capital to provide jobs for our constantly growing popula- 
tion. 


“A capitalist, far from being someone to condemn, in 
this country is one who by his own efforts in the past has 
made it possible for this country to be what it is today. 

“More benefit for America is to be found in one ounce 
of real leadership and honest speech than in a ton of law.” 


ISSUE 


“One thing that presents to each of us more worry today 
than any other is the seemingly inescapable contest between 
two ideologies in the world: the one chiefly exemplified by 
ourselves, based on human dignity and rights; the other 
upon statism. 

“There is only one way in the world you can win World 
War III and that is to prevent it. That is, in my opinion 
(the) one great underlying issue of the whole campaign. . 

“Only aroused citizens can end these evils that increasingly 
grow into real threats to our country—disunity, inflation, 
excessive taxation, bureaucracy.” 


“To remain strong spiritually we must first remember 
that free government is the political expression of a deeply 
felt religious faith. . . . When every citizen participates in 
every part of the election process—from the precinct caucus 
upward—-we shall have able and incorruptible officials.” 
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Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate 
and Interest and Income Tax Records 

Handling of Security Preparation of Schedules for 
Sales and Purchases use in Court Accountings 

Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 





Member Federal Deposit Insurance Corporation 
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MERGERS and 
TRUST POWERS GRANTED 


Wilmington, Del. — Merger of the 
EQUITABLE TRUST Co. and the SECURITY 
Trust Co., already approved by directors 
of the two banks, is being voted on by 
stockholders September 17th. On Novem- 
ber first the merged banks would have 
the name EQUITABLE SECURITY TRUST Co., 
if approved by state and federal super- 
visory authorities after stockholders’ ap- 
proval. The main office will be at 901 
Market Street, with complete banking 
and trust services also at Sixth and Mar- 
ket Streets. 


Under the proposed merger, C. Douglas 
Buck, now chairman of the Board of 
Equitable, would be honorary chairman; 
Thomas J. Mowbray, now president of 
Security, would become chairman of the 
board; John B. Jessup, now president of 


Equitable, president of the newly formed ° 


institution; and Edwin P. Neilan, now 
vice president and secretary of Security, 
executive vice president of the new or- 
ganization. All other officers of both 
banks will continue to serve as officers of 
the new bank. 

Security Trust Company’s charter — 
issued in 1885 and the first trust charter 
in the state — will be amended and its 
by-laws revised in order that this docu- 
ment may serve as the charter for the 
new Equitable Security Trust Co. 


Valdosta, Ga.—First NATIONAL BANK 





plete Trust service. 


@ Morro Rock— Morro Bay 


Ir you have customers mov- 
ing to Central or Southern 
California, we shall be pleased 
to provide them with com- 


TRUST DEPARTMENT 


has been granted trust powers under 
the Federal Reserve Act. 

Camden & Collingswood, N. J.—CIT- 
IZENS NATIONAL BANK of Collingswood 
will become a branch office of CAMDEN 
Trust Co. under merger plans voted by 
directors and stockholders. Present per- 
sonnel will continue to operate, with 
Stuart W. Frazer, presently cashier and 
trust officer of Citizens National, ap- 
pointed assistant vice president in charge 
of that office. 

Kearny, N. J.—Plans have been an- 
nounced to merge First NATIONAL BANK 
& Trust Co. of Kearney and the HArrI- 
SON-KEARNY TRUST Co. of East Newark, 
under the name of the former. 

Floral Park & Franklin Square, N. Y. 
—Merger of the First NATIONAL BANK 
& Trust Co. of Floral Park and the 
FRANKLIN NATIONAL BANK of Franklin 
Square, under the name and charter of 
the latter, has been approved by direc- 
tors of both banks. Preliminary approval 
has been given by the stockholders. Mr. 
Charles H. Wheelock will become vice 
president in charge of the Floral Park 
office and a director. Employees of the 
First National will be retained. 

Albany & Hudson, N. Y.—The Board 
of Governors of the Federal Reserve 
System approved absorption of the Hup- 
SON River Trust Co. by the NATIONAL 
COMMERCIAL BANK & TRUST Co., Albany, 
and establishment of a branch at Hudson. 

New Rochelle, N. Y.—Under the char- 


ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


..) 
Head Office: Sixth and Spring Streets 
Los Angeles, California 
Telephone: MUtual 0211 














A.B.A. Establishes Monetary 
Policy Unit 

A Department of 
Monetary Polic 
will be established 
by the American 
Bankers Associa. 
tion effective Jan. 
uary 1, 1953, head. 
ed by Dr. E. Sher. 
man Adams, pres. 
ently assistant vice 
chancellor of New 
York University. This new association 
activity will be aimed at the develop. 
ment of information and opinion op 
monetary policy and its practical effects 
upon banking and economic conditions, 





E. S. ADAMS 


Dr. Adams is a graduate of Amherst 
College and Harvard School of Busi. 
ness Administration. Associated for 
many years with The Hanover Bank of 
New York City in various capacities, he 
has specialized in research on money 
management and credit control and dur. 
ing the past three years with New York 
University has lectured in finance. 





ter and name of NEW ROCHELLE Trust 
Co., directors of that bank and of 
HuUGUENOT TRUST Co. have agreed to a 
merger effective November 28 if ap. 
proved by stockholders. Clayton E. Bixby, 
president and trust officer of Huguenot 
Trust, will remain one of the top execu- 
tive officers. 

Mansfield, Ohio — Consolidation of 
MANSFIELD SAVINGS TRUST NATIONAL 
BANK and the CITIZENS NATIONAL BANK 
& TrRusT Co. under the name of First 
NATIONAL BANK of Mansfield has been 
approved by directors of both institv- 
tions. 

Butler & Pittsburgh, Pa. — FIDELITY 
TrusT Co. of Pittsburgh proposes to ac- 
quire the property and assets of UNION 
Trust Co. of Butler, subject to approval 
of shareholders and State Banking av- 
thorities. Personnel would be unchanged. 

Philadelphia, Pa.—A proposed merger 
of BROAD STREET TRUST Co. and the 
NORTH BROAD NATIONAL BANK has been 
approved: by directors of both banks. 
The combined institution would be known 
as the Broap STREET Trust Co., with 
Hubert J. Horan remaining as president. 
Robert N. Flood, president of North 
Broad, and Ralph McKelvey, vice presi- 
dent of that bank, will become vice presi- 
dents of the new institution. 

Pittsburgh, Pa.—Shareholders of the 
CRAFTON NATIONAL BANK have voted to 
become a part of PEOPLES First NATION- 
AL BANK & Trust Co. effective August 
29. Willis F. Everly, Jr., has been elected 
asst. vice president in charge of the 
Crafton office. 
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ELECTRIC UTILITY COMPANIES 
—SOUND INVESTMENTS 


At current historically high market 
levels, the individual as well as the in- 
stitutional investor is looking more and 
more to utility stocks as a safe haven 
for new commitments. As evidence of 
this over the first six months of 1952 
the purchase of utility equities domin- 
ated portfolio transactions of many in- 
stitutions. In addition individual invest- 
ors have been strengthening their hold- 
ings by weeding out issues of cyclical 
character or dubious merit and replac- 
ing with sound utility stocks. These in- 
vestors have been well rewarded. Earn- 
ings are continuing to show improve- 
ment over previous years. With this im- 
provement there are many instances 
where dividends have been increased. 
Also the price of these shares as meas- 
ured by the Dow-Jones utility average 
has moved to the highest level in the 
last two decades. Almost daily individ- 
ual stocks reach new high ground. 


In the decade 1940 to 1950 the elec- 
tric utility industry showed amazing 
growth, the number of customers in- 
creasing to nearly 45 million, or by 
about 50%. Since the end of 1950 the 
number of consumers has increaesd to 
well over 47 million. During this decade 
sales as measured in kilowatt hours in- 
creased on an average of about 7% per 
year. To meet this rapid increase in de- 
mand the industry added 28.5 million 
kilowatts of generating capacity and 
spent over $13 billion on expanded fa- 
cilities. Last year about $2,250,000,000 
was spent on further additions which 
added some 7,500,000 kilowatts of gen- 
erating capacity. Despite this phenomen- 
al growth the Defense Production Au- 
thority recently asked that electric power 
generating capacity be expanded to 117 
million kilowatts by December 31, 1956. 
This is 10 million kw. higher than the 
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goal set last March and it would be an 
increase of 42 million kw. over the na- 
tion’s generating capacity at the close 
of 1951. 

Under present Federal Income Tax 
laws utilities receive fair treatment and 
most companies are not subject to ex- 
cess profits taxes, and if so to only a 
minor degree. Also in the present tax 
law the discriminatory electrical energy 
tax has been eliminated and this in most 
cases offsets the rise in tax rates from 
47% to 52%. New generating capacity 
which has been installed since World 
War II is highly efficient, and costs of 
operation are well controlled, due to 
the low labor factor. Nevertheless, costs 
of operation have increased and many 
utilities have had to seek higher rates 
for service rendered. Most regulatory 
bodies today recognize that the utilities 
have had to raise substantial amounts 
of new capital to carry out expansion 
programs. In order to attract new capi- 
tal, earnings must be maintained. As a 
consequence, most applications for rate 
increases have been granted. This has en- 
abled most companies to show increases 
in profits despite a dilution in earnings 
due to the issuance of new common 
shares. 


With the economy largely supported 
by the rearmament program, and un- 
certainty as to when the peak of pro- 
duction will be reached, the most im- 
portant feature of stocks in this group 
is their relative price stability and de- 
pendability of earnings. The industry 
has shown an excellent record of growth 
which should continue as sales of elec- 
tricity are made to an ever expanding 
market. The industry is largely non- 
competitive and electricity has become 
indispensable to every-day living. The 
outlook for increased sales and profits 
is bright, and with this growth in earn- 
ings in prospect more liberal dividend 
payments may be anticipated. 

Car C. ApsIT, 


Harris, Upham & Co. 
TITANIUM 


Titanium in its pure metal form, in- 
troduced commercially in 1948, weighs 
one-half as much as steel, but has com- 
parable strength and superior corrosion 
resistance. Expansion in output has been 
slow, due mainly to high production 
costs, but by the end of this year, an 
annual rate of 5,000 tons will be reach- 
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ed, compared with 700 tons last year 
and 60 tons in 1948. Intensive research 
and large financial expenditures have 
brought costs down somewhat, but large- 
scale production awaits cheaper commer- 
cial processes. 

Many large companies have already 
staked out claims in the expected-to-grow 
field. DUPONT is the most fully- in- 
tegrated thus far, and has just an- 
nounced plans to triple its capacity, 
which was 500 tons last year. Both 
Union Carbide and Dow are planning 
pilot-plant operations, as are others who 
have joined forces for this purpose. 
National Lead, the largest producer of 
titanium oxide for paints, is expanding 
its capacity jointly with Allegheny Lud- 
lum Steel; similarly, Crucible Steel is 
tied up with Remington Arms, Kenne- 
cott with New Jersey Zinc, Glidden with 
Bohn Aluminum and Ferro Corp. with 
Horizons. Titanium. Among others in 
the field are Crane Co., which is oper- 
ating a pilot-plant, Republic Steel, In- 
ternational Nickel and P. R. Mallory. 

The growth potential of titanium is 
being compared to aluminum in its early 
stages. In the case of the latter, once 
costs were reduced sufficiently to permit 
volume output, successful exploitation 
followed swiftly. Factors of supply, de- 
mand and know-how suggest a similar 
pattern for titanium. 

—Ira Haupt & Co. 


ETHICAL DRUG INDUSTRY 


After ten years of steep and almost 
continuous rise in sales and profits, the 
ethical drug industry has now clearly 
entered a long overdue consolidation 
period. Before the last war, four large 
companies dominated the dosage and 
merchandising business; now two large 
manufacturers have entered the distribu- 
tion field and at least seven medium- 
sized, well financed firms with more 
than $20 million sales volume are com- 
peting aggressively in a formerly tightly- 
knit market. Development of new prod- 
ucts at a rapid pace has been necessary 
to maintain profit margins and protect 
markets, and promotion and distribution 
costs have also risen. 


The mushrooming antibiotics, about 
45% of 1951 output, plus the flush ex- 
port markets, have greatly exaggerated 
the real growth factor of the industry. 
Overcapacity in penicillin and strepto- 
mycin are cause for concern. With Ger- 
man and other European firms out of 
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the field, the United States captured im- 
portant South American and Asiatic 
markets, which took almost 25‘% of our 
1951 output. While this country will 
continue to be an important factor in 
such trade, volume is due to decline 
as foreign production meets local needs. 

This rapid growth raised last year’s 
stock prices to 16 to 24 times 1951 
earnings and many stocks are currently 
selling at over 15 times 1952 estimated 
profits, which will be lower than 1951. 
The adjustments taking place 
should result in a more moderate market 
valuation and, for this reason, new com- 
mitments should be deferred and hold- 


now 


ings, where excessive, reduced. It is not 
to be concluded, however, that the in- 
dustry provides no further opportunity 
for growth, once the present consolida- 
tion period is completed. 


From an industry study by Cart M. Logs, 
RHOADES & Co. 


NEW USES FOR PUBLIC CREDIT 


During this prospective all-time-rec- 
ord-volume year in state and municipal 
bond financing, two developments are 
especially noteworthy: the increasing 
resort to revenue bonds for a wider 
range of public projects, particularly 
the new super-highway toll roads, and 





A LIFESAVER for the 
overworked TRUST OFFICER 


EW men have responsibilities more grave than those of the 

busy bank Trust Officer. Neither we nor anyone else can 

lessen his responsibilities, but we can lighten one of his 
major burdens—the obligation to gather, sift and check 
information affecting the securities in his portfolios. 


The Ira Haupt Watching Service has been greeted with 
enthusiasm by Trust and Investment Officers, because it gives 
them, in easy-to-assimilate capsule form, pertinent intelligence 
that normally would not come to their attention. Culled from 
literally hundreds of sources, items are promptly briefed and 
mailed—on your own stationery, if desired, so you can quickly 
call them to the attention of co-trustees or beneficiaries. 


Ira Haupt & Co. is one of New York’s leading investment firms, 
with a large department devoted exclusively to the special 
problems of banks. Our advice on investment securities is 
frequently sought by banks and other institutions acting in 
fiduciary capacities. The Ira Haupt Watching Service (both 

on stocks and municipal bonds) is part of a comprehensive 
service supplied to banks without charge. Conducted under the 
personal supervision of men who are thoroughly trained and 
highly experienced in the problems of trust management, 

it has proved a veritable lifesaver to Trust Officers in 
approximately 300 banks which use it. We invite your inquiries. 


MEMBERS NEW YORK STOCK EXCHANGE 
AND OTHER PRINCIPAL EXCHANGES 





Ira Haupt & Co. 


111 BROADWAY, NEW YORK 6, N. Y. 








the construction and lease of industria] 
plants to private industry by municipalj. 
ties. 

The new “Turnpike Era,” of which 
the Pennsylvania Turnpike was the fore. 
runner in 1940, has motivated flotation 
of several large bond issues, such as 
the West Virginia Turnpike of $96 mij). 
lion and the record-setting Ohio Tur. 
pike of $326 million. These toll roads 
are the answer to the chronic problems 
of congested highways and inadequate 
highway finances, and serve a valid 
purpose. 

The construction and equipment of 
industrial plants for lease to private jn. 
dustry have been opposed by influen. 
tial interests on the grounds that, if this 
practice is continued, municipal finan. 
cing may be brought under the control 
of the SEC for protection of the public; 
municipal credit used for such projects 
may be impaired; and, if the volume 
of such bonds should increase substan. 
tially, the courts might hold that the 
income was taxable. This might even. 
tually open the door to taxation of all 
municipal obligations. 

The fact that these municipal-indus. 
trial obligations are generally payable 
solely from the rentals received from the 
lessee may not be known to the holder. 
In Mississippi, municipalities may legal- 
ly finance industrial ventures by gen- 
eral obligation bonds, which, in case of 
default of the lessee, might impair the 
credit of the issuer. States and municipa- 
lities have too much at stake to risk 
developments that might weaken their 
credit, obstruct the smooth placement 
of their bonds, or threaten their tax- 
exempt privilege. 


From Monthly Review, Federal Reserve Bank of 
Richmond. 


Presents Investors’ Views at 
Political Conventions 


Both the Republican and the Demo- 
cratic Platform Committees at the Chi 
cago conventions heard testimony i 
behalf of the investors of the country, 
presented by William Jackman, presi- 
dent of the Investors League. Mr. Jack 
man requested that each Party include 
in its Platform (1) a strong stand for 
the preservation of the free enterprise 
system; (2) enactment of the Hoover 
report ;and (3) a complete review of the 
Internal Revenue Code. 


Jersey Trust Conference in 
November 

The 24th Trust and Banking Confer 

ence of the New Jersey Bankers Asocia- 

tion will be held November 19-20 at the 

Berkeley-Carteret Hotel in Asbury Park. 
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GROUP PLAN FOR TRUST DEPARTMENTS 
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Fifty banks are already working together with Studley, Shupert & Co., acting as their investment 
research and advisory office. It is no longer just a good idea, but actually a good thing in which all 
small and medium size trust departments should participate. 


The Group Plan is sound, practical and economical. It has had the praise of many National and 
State Bank Examiners. 


Send for descriptive booklet. 


STUDLEY, SHUPERT & COMPANY, INC. 
112 PROVIDENT TRUST BUILDING PHILADELPHIA 3, PENNA. 
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What “Inflationists” Believe: 


An important group in the financial 
community believes that, despite the 
laws permitting investment in equities 
by trustees, insurance companies and 
savings banks, these important institu- 
tional investors have not yet taken a 
realistic view of the far-reaching changes 
in the value of the dollar that progressive 
inflation is producing. Their view, a 
minority one, is that we have traveled 
much farther along the inflationary road 
than conservative investment men real- 
ize and that the first stage of inflation, 
which was characterized by easy pros- 
perity, is now past. During it, almost 
any business, even with poor manage- 
ment, could do well enough to inspire 
enthusiasm, but now “the party is over.” 

Legitimate business can no longer 
profit from inflation, as costs are mount- 
ing faster than prices. To be a prime in- 
vestment under present circumstances, 
a corporation must have maintained the 
purchasing power of its capital, i.e. it 
should have about twice as much work- 
ing capital as it had in 1935-40 or it is 
living on its fat. A study prepared by a 
member of this “inflationist” group 
discloses that in every year since 1940 
the real earnings of many companies 
were substantially less than reported 
profits. For example, the average earn- 
ings of four large electrical equipment 
manufacturers for the period of 1946- 
1950 are said to be only 5.1%, when 
measured in economic value, compared 
with an average of 13.7°%, based on re- 
ported book profit veel to book in- 
vestment. 


Some excellently managed companies, 
due to the nature of their business, are 
finding it difficult, if not impossible, to 
meet the challenge of inflation, accord- 
ing to the inflationists. This is funda- 
mentally true of industries subject to 
rate regulation, where there is an im- 
portant time lag between increased costs 
and adjustment of rates. The investment 
merit of such concerns should, in their 
opinion, be re-examined and compared 
with that of companies better able to 
keep pace with rising prices. 
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Perhaps the most interesting belief 
of this school of thought is that when, 
as and if World War III breaks, there 
would be no widespread dumping of 
stocks but, on the contrary, an immedi- 
ate and precipitous market rise based 
on a rush to get out of dollars and into 
equities. 


“Deflationists” View: 


Contrasted to the inflationist views 
the ultra-conservative group, or “defla- 
tionists,” believe that many of the forces 
working toward inflation in the last few 
years have either diminished in strength 
or are becoming deflationary. 


While granting that the Government 
can call the turn to a great degree, the 
deflationists feel that administration 
officials and the Federal Reserve Board, 
realizing that inflation will wreck the 
economy if it is not checked, are doing 
all possible to maintain the status quo. 
They see the national economy shifting 
step by step and industry by industry 
from a seller’s market to a buyer’s mar- 
ket, with all its implications. They be- 
lieve that, once armament spending 
peaks out, the deflationary forces set in 
motion by reduced buying will tend to 
neutralize inflationary forces and could 
predominate for a while. 


The deflationists admit, however, that 
much inflation has been permanently 
frozen into the economy, and that it is 
wholly unrealistic to expect a return to 
pre-war prices. In summary, they say 
that, if a war can be avoided, inflation 
over the next decade should be very 
much less than that over the past decade 
and it would therefore be wise for the 
institutional investor to reduce the em- 
phasis on inflation and perhaps allow 
for more deflationary influences within 
the next two years. 


Convertibles Have Paid Off 


Trustmen who purchased heavily of 
convertible issues in 1947-1948 as a 
hedge against the possibility of a rising 
market are thanking their lucky stars 
that they took out this market insurance. 
Many of them thought then that the 





stock market would decline, and it dig 
make another bottom in June 1949, but, 
unsure of the outlook, they bought Con. 
vertible bonds and preferreds, where 
available on an attractive rate basis, 
Many of these holdings have paid of 
handsomely in the subsequent rising 
markets. 


Selective Buying by Trustees 


At present, many New York City trug 
officers are awaiting buying opportuni. 
ties in diverse equity investment fields, 
There is good evidence, they feel, that 
other groups will enter a buying range 
in due course as the textiles er the 
retail store stocks have done and as 
the drug stocks now appear to be doing 
If so, buying opportunities will come jn 
segments and not at one time. as in 
1932, 1937 and other depressed markets, 
It will be, as usual, a question of buying 
the right stocks at the right time. 


One astute market observer has this 
explanation for market action during 
the past year: “Individuals have been 
disposing of stocks; institutions have 
been buying them—mutual funds, pen- 
sion funds, and others—which have no 
intention of selling in the near future. 
This has left a pool of individual pur. 
chasing power which has been largely 
absorbed by new stock issues to supply 
business needs for more capital.” When 
this need is met he feels that individual 
buying power, released through the sale 
of “blue chips” to institutional buyers, 
will be reflected in the prices of the 
second and third grade equities, now 
lagging far behind the top grades. 


Institutional Ownership of Stocks 


Virtually all fields of institutional in- 
vestment have been influenced in some 
degree by the progressive inflation of 
the past twenty years. Trustmen were 
neither the first to accept the changing 
concept of investment nor the last. They 
have followed a “middle ground policy.” 
Thirty-five to forty per cent in commons 
is a good percentage for most trusts but 
President White of the Trust Division, 
American Bankers Association, recently 
stated that he “would not hesitate to 
retain common stocks in well-managed, 
financially sound companies up to 50% 
to 60% of the account.’ 


At one extreme are certain mutual 
funds with virtually all of their assets 
in common stocks and at the other, the 
Metropolitan Life Insurance Co., under 
writer of about one-fifth of all life in- 
surance in force in the United States, 
with less than one-tenth of one per cent, 
or about $16 million, in common stocks 
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diq at the end of 1951. This compares with SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 


about $550 million in stock investment 


bi AUGUST, 1952 

on. by the largest of the mutual funds. Life - 

i Insurance companies as a whole are a ae 2 gh alge en jcc ability to absorb 
- ittle less conservative than the Metro- a siza le block of stock reveals a limited emand, a special 

Sis, i RY aE NRE a ie a offering, after the market close, under rules devised to cover 
off § P° -_, ying such procedures, is permitted. The seller pays both the reg- 


tively unimportant. Investments of forty 
major life companies in 1952 up to 
August 23, show 1.4% in stocks, both 
common and preferred, contrasted with 
2% up to August 25, 1951. Stock, fire 
and casualty insurance (664 companies ) 
Jds, | had more than 25% in common stocks 


ular and a special commission to brokers who can find buyers. 
The buyer pays no commission. 


Spec. 

Price Comm. 

R. J. Reynolds, Class B $36.00 $ .70 
Southern Company 14.75 20 


Archer-Daniels-Midland 54.75 1.10 


Shares 
34,629 
58,000 


Aug. 28 6,000 


Offered by 
Reynolds & Co. 
Merril Lynch & 
Lehman Bros. 
Paine, Webber, 


Aug. 11 
Aug. 22 


and nearly 6% in preferred stocks at 
the end of 1951. 


The large endowment funds of chari- 
table and educational institutions have 
high percentages invested in common 
stocks and would probably be among 
the last to switch at this time, as a 
change-over to bonds would mean a re- 
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test of management is the achievement 
of the desired return commensurate with 
the degree of risk proper under the ex- 
isting investment relationship. 
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DOW-JONES AVERAGES 


SEPT.2 <AvuG.1 Sept. 4 
1952 1952 1951 


30 Industrials 276.40 279.80 270.63 
20 Railroads 103.84 103.81 80.00 
15 Utilities 50.94 50.51 45.08 
65 Stocks 107.43 107.87 96.38 


UNITED STATES SAVINGS BONDS 
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segments of the industry: Department Stores, Grocery 
Chains, Variety Chains. 
PREFERRED STOCKS — Suitable for Savings Banks and 


Institutions. 


REVIEW OF COMMON STOCKS — Brief comments on 
leading industries and companies in the equity portion 
of an investment portfolio. 


FORTNIGHTLY REVIEW — Comments on the current 
situation and companies of interest. 


For copies of these recent and significant studies, without obligation 
—or for information on other investment situations of interest to 
you—write, phone, or visit our office nearest you. 
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A Free Money Market? 


Prospects of Continued Flexible Credit Policy 


HARRY F. JONSSON 


Investment Officer, The Chase National Bank of the City of New York 


HE FEepERAL RESERVE - TREASURY 
jg of March 1951 was gener- 
ally accepted by money market observ- 
ers to be a “victory” for the Federal 
in its quest for greater credit control 
through flexibility in the money market. 
But the substitution of an “orderly 
market” for fixed levels, the support of 
Treasury refunding operations, the use 
of Voluntary Credit Controls and other 
measures were looked upon as signs of 
continued subservience to the Treasury. 
Furthermore, the choice of Mr. Martin 
as Chairman of the Federal Reserve 
Board was viewed with misgivings since, 
as Assistant Secretary of the Treasury, 
he had participated in negotiating the 
accord. 


The extent to which the Federal would 
be permitted to restrict credit was not 
evident from the simple announcement 
of the accord. Although some thought 
that the Federal now had the authority 
to restrain credit through increasing 
rates, in truth the increase in rates was 
only a corollary development to the 
methods used by the Federal to restrict 
credit. The actual terms of the accord 
have been revealed through develop- 
ments rather than announcements. 


Federal Authorities Exert Controls 


As the first year of the accord ran 
its course it became evident that the 
Federal had taken the initiative in the 
money market and confidence grew that 
it intended to keep it. The non-call of 
the 2s due September 15, 1953/51 on 
May 15 semed to indicate Treasury 
recognition that it could no longer dic- 
tate financing terms with assurance of 
Federal support and so was not compli- 
cating its fall deficit financing with an 
unnecessary refunding. Institutional in- 
vestors became acutely aware of the risk 
involved in selling long term govern- 
ments in a market which was no longer 
pegged. Private placements of corporate 
issues had to carry more realistic rates 
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and prime commercial borrowers were 
finding accommodation only at success- 
ively higher rates. The increase to 3% 
in December touched off a reaction in 
the money and bond markets which 
might well have deterred the Federal 
from pursuing its course, particularly 
since seasonally the money market is 
tight. 

Actually the money market squeeze 
in December may have gone further 
than the Open Market Committee anti- 
cipated and late in the month the Fed- 
eral came to the aid of member bank 
reserve positions and bought bills on 
repurchase agreement from dealers. 
Subsequently the jitters prevalent at the 
height of the squeeze were dispelled 
but the money and bond markets were 
treated to a forceful reminder of the 
implications of a flexible credit policy. 
It emphasized that temporary expan- 
sion and contraction of reserves was 
still a workable money market instru- 
ment and the experience gained subse- 
quently was used to good advantage in 
the March tax period. The March period 
incidentally had the benefit of the 
Treasury’s early refunding (February) 
of its April maturity, taking this opera- 
tion out of the tax period. Member 
banks had made good use of the dis- 
count privilege and the Federal in its 
use of more orthodox money market 
policies had met another test. 


The answers to the questionnaire and 
subsequent hearings and report by the 
Patman Committee gave further indica- 
tion that Federal control over the money 
market would not be seriously chal- 
lenged at this juncture. The Treasury’s 
new money announcement in June 
posed a problem. Would the Federal 
expand reserves through open market 
operations, or would it continue to 
make credit available sparingly and 
force banks to create reserves through 
the more orthodox method of borrow- 
ing from the central bank? 


June Financing Well Conceived 


The problem was eased by the fact 
that Secretary Snyder timed the offer. 
ing well in advance of his need for 
funds. This avoided conflict with the 
seasonal expansion in bank loans. In 
addition to the excellent timing and 
method of announcement, the six year 
234% issue was attractive enough in 
relation to the then existing market to 
result in a substantial over-subscription 
and to encourage “free riding.” 


While a potential increase in the 
money supply follows from Treasury 
new money financing, several factors 
operated to give the Federal time to 
deal with the situation. First, the Treas- 
ury already had large existing balances 
and the new money would not be im- 
mediately spent and, second, a large 
part of the $444 billion was paid for 
through credit to Treasury Tax and 
Loan Account which resulted in a sub- 
stantial increase in required member 
bank reserves. The impact on the money 
market and the manner in which the 
need for reserves was handled can 
readily be seen from a comparison of 
the 94 cities member bank deposit and 
loan figures for the reporting period 
just prior to delivery of the 2%s, for 
the period immediately after (July 2), 
for the most recent reporting period 
(August 20) and from the Federal 
Reserve Bank figures for the correspond- 
ing periods. As expected, total loans 
and deposits increased substantially for 
member banks on delivery of the 2%s 
but the net result has been that as of 
August 20 both classifications were 
under the June 25 date. Loans against 
governments and government holdings 
of member banks declined due, in large 
measure, to the fact that the absorption 
of the 2%%s by the banking system was 
offset by purchases of Treasury bills 
and certificates of indebtedness from the 
system by non-bank investors with funds 
coming from Treasury disbursements. 
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Recent Reserve Fluctuations Wide 


Reserve bank figures have shown wide 
fluctuation in the past three months 
with the changes naturally coming in 
Federal Reserve Bank credit represented 
by holdings of government securities, 
loans and discounts and float. The 
month of June normally shows important 
fluctuation but between May 28 and 
June 25 total reserve bank credit showed 
only a nominal increase of $11 million. 
From June 25 to August 20 total Fed- 
eral Reserve Bank credit increased by 
a little over $1 billion but only $470 
million was represented by an increase 
in the Federal’s government portfolio. 
Member bank borrowings from the Fed- 
eral and an increase in the float supplied 
the balance. The fact that the central 
bank was sparing in its supply of mem- 
ber bank reserves and the influence of 
the June 30 statement date resulted in 
excess reserves of all member banks in 
the 94 cities as of July 2 being reduced 
to only $129 million at which time New 
York City banks had a reserve defici- 
ency of $560 million. 


Pressure against reserves resulted in 
the Treasury’s having to set a 2% rate 
on the refunding of its August and Sep- 
tember certificates. In connection with 
the $10.8 billion October 1 maturity 
a realistic rate will have to be set, de- 
spite the fact that it is estimated a little 
over $7 billion are held by the Federal 
Reserve Banks. Clearly, at least tempo- 
rary aid will have to be given in con- 
nection with this refunding and again 
when the Treasury does additional de- 
ficit financing through Treasury tax 
anticipation bills—probably in October 
and November in view of present large 
Treasury balances. The financing, how- 
ever, will be in competition with an 
expected accelerated increase in season- 
al commercial, industrial and agricul- 
tural borrowings. Treasury disburse- 
ments over the coming months will in- 
crease the active money supply. The 
use which the recipients make of the 
money at a time when business needs 
are rising will have an important in- 
fluence on the money market. 


The situation is one in which the 
Federal can exercise full control since 
it more nearly parallels conditions exist- 
ing before the Federal was forced to 
adopt the policy of making credit avail- 
able through avid purchases of govern- 
ments in the open market. The use which 
the Federal makes of its open market 
operations and the use which member 
banks make of their rediscounting privi- 
lege will determine the reserve position 
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of banks. These in turn will influence 
the interest rate structure. 


Flexibility Through Discounting 
Sought 


Until just recently member bank bor- 
rowings played a small part in the 
money market but now the Federal poli- 
cy is to make these banks rely more 
importantly on the discounting privilege. 
By a judicious expansion and contrac- 
tion of credit, the Federal can restrict 
credit and monetary inflation. The im- 
portant factor, as already noted, will 
be the use which member banks make 
of rediscounts and whether they will be 
willing to remain in debt to the Federal 
for extended periods. Will they continue 
to show an aversion to carrying borrow- 
ings over report dates? If the member 
and non-member banks do not make 
free use of their rediscounting privilege 
it will mean that many businesses will 
be denied needed credit unless the Fed- 
eral makes reserves available through 
open market operations. The Federal 
would lose a good bit of its money 
market control if legitimate credit needs 
had to be met through the latter device. 
It is obvious that it would have no alter- 
native but to supply business needs and 
prevent a money market squeeze that 
would substantially increase money 


rates to the point where it might, 
through congressional action, lose its 
initiative over credit and monetary con- 
trol. Too great a reliance on rediscounts, 
making for too much ease in the money 
market, can, of course, be controlled 
by use of the level of the rediscount 
rate but at the moment this does not 
seem to present a problem. 


Until the effect of the Mills plan on 
the usual seasonal borrowing. pattern is 
clearer, the Federal is embarking on 
uncharted territory. If the Federal could 
rely upon a substantial easing of the 
money market in the spring through 
a decline in bank borrowing and a re- 
payment of Treasury tax anticipation 
borrowing, it could look with more 
equanamity on tight money conditions 
in the closing months of the calendar 
year and temporarily ease the strain. It 
would seem that we stand at the cross- 
roads of a real test of a free money 
market, and we might say a real money 
market as divorced from a_ capital 
market. The future course depends on 
the Federal Reserve Banks’ judicious 
use of their money market machinery in 
a climate which cannot forget a garri- 
son economy. 
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DYNAMICS OF INDUSTRY 
SERIES 


——_—_$—___ 
TEXTILES : I 


NEW CAPITAL FOR WOOLEN 


AND WORSTED FIRMS 


HAROLD J. WALTER 


Bachmann Uxbridge Worsted Corp., 


Uxbridge, Mass. 


5 ens HISTORY OF THE WOOLEN and 
worsted business in this country 
dates back to the old spinning wheel and 
hand loom in the homes of our country’s 
settlers. Gradually, over a period of 
years, small crafts were formed and fi- 
nally, small factories were built. Water 
and power are so essential to the in- 
dustry that soon numerous small mills 
were erected along the streams of New 
England, from which the power for driv- 
ing machinery and the water for finish- 
ing the goods were available. 


Today the relatively small unit is still 
characteristic of the industry. There are 
over 700 firms with plants in over 800 
communities, employing between 150,- 
000 and 200,000 people. In many of 
these communities the mill is the sole 
manufacturing industry and therefore, 
the backbone of the community. Back 
in the early 1920s, William Wood, then 
president of the American Woolen Com- 
pany, merged some 30 mills into his 
company, which started a continuing 
movement toward consolidation, but 
by-and-large the industry has remained 
one of numerous small family owned 
units. Hence, there are comparatively 
few woolen or worsted firms today with 
stock on the market. 


The worsted branch of the industry 
has larger individual plants than the 


President and 
treasurer of his 
company, Mr. Wal- 
ter is chairman of 
the Board of the 
National Associa- 
tion of Wool and 
Worsted Manufac- 
turers. In addition 
to directorships in 
a life and a fire in- 
surance company, the author is also an 
executive of two local banks. His earlier 
accomplishments include the presidency 
of Associated Industries of Massachu- 
setts. 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 


woolen branch, due to the fact that 
there are many more operations re- 
quired in the making of a piece of 
worsted goods. The capital require- 
ments, therefore, are much higher in the 
worsted than in the woolen mill. The 
small woolen mill, however, still has a 
place of importance due to its ability to 
produce specialties where clever design 
and good workmanship are so important. 


Stepped up Tempo 


The textile industry is in a period of 
accelerated change. It has advanced 
more in the period since 1939 than it 
had in the previous 100 years. This in- 
creasing rate of change is important 
from an investment point of view be- 
cause the mortality rate of some com- 
panies will be high and the opportunity 
for growth and expansion of the more 
able will be great. 

One reason for the increasing tempo 
of change in the woolen and worsted 
industry is the creation of such fibers 
as Orlon, Chemstrand, Dacron, Vicara, 
Dynel, Acrilan, etc. These fibers will, 
over a period of years, find their place 
and will fit where they are best suited. 
These man made fibers blended with 
wool will add to the great characteristics 
of wool to make better garments and 
better cloth. 

Chemically, each of these fibers is 
somewhat different and therefore adds 
new problems to the industry. These 
problems in connection with dyeing and 
manufacturing will create a need for 
new methods, new machines and new 
buildings. More companies in our indus- 
try have had to establish research de- 
partments, both for fabric and for ma- 
chinery. As with our company, the 
ideas resulting from research have called 
for our going beyond the textile ma- 
chinery manufacturers to get certain 
equipment made. The entry of the 
Warner and Swasey Co. of Cleveland 
into the textile machinery field is an 


example. When approached, they had 
never made a piece of equipment for 
our industry. Today, they produce the 
modern pin-drafter, converter and the 
Warner and Swasey weaving machine, 
equipment that few mills will be with. 
out in the years to come. These ma. 
chines are precision built, costing from 
three to five times the machines they 
replace. 

While other companies have also en. 
tered into the field, the well established 
firms have by their own research made 
great improvements in their machinery, 
This would indicate that there will be 
further significant changes in the future 
in this industry. 


Need for Public Capital 


Changes in methods and equipment 
creates, in turn, a capital problem. For 
example, in the small woolen mill, such 
as the typical “six-set mill” to replace 
six old cards and complementary spin- 
ning equipment with modern cards and 
spinning frames, would cost $330,000. 
Any individual or family would do a 
lot of serious thinking before putting 
this money into the unit, especially in 
view of present high taxes, when just 
that change alone would not completely 
modernize the plant. 


The need for capital to finance these 
changes will call for greater public par- 
ticipation in the industry and over a 
period of time will tend to eliminate 
many of the smaller units while adding 
to the growth and expansion of others. 
Past records of earnings will be unsafe 
guides to the future earnings of these 
companies. 

There will be a premium on able 
management for the future. The imagi- 
native and the foresighted will survive 
and prosper. The “stand-patter” will 
have difficulty. Not all small companies 
will fail. Some of the surest bets in the 
industry are certain small, well man- 
aged, well merchandised concerns. But 
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many of the run of the mill small con- 
cerns will not have the capital, the tech- 
nical know-how to meet change condi- 
tions, or to move to different locations 
if that be necessary. Mills that have not 
kept abreast of the times in respect to 
buildings and equipment will find it 
dificult and costly to catch up. To a 
greater extent now, than in the past. 
the investor in textile securities will 
have to exercise great selectivity and 
dig into management, equipment and 
|products rather than resting on balance 
"sheet figures alone. 





The Southern Movement 


On the controversial Southern move- 
ment of the woolen and worsted indus- 
try, my conclusion is that, unless labor 
Sia. * i an 
in the Northern states is willing to ac- 
the ; 
cept the same work loads as labor in 
: the South, more and more of the in- 
ith ; , 
dustry will move. Because labor is such 
a large part of the cost of a piece of 
we goods, work loads are of the first im- 
‘ | portance. Hourly wage rates, lower taxes, 
lower power and steam costs are also 


hed important attractions to the South, 
= though to a lesser degree. 
“— However, the movement toward the 


be | South is not going to be accomplished 
overnight. Such factors as nearness to 


raw material markets, ability to make 
quick delivery and the difficulty of pick- 
ing up a capital investment and moving 
rent | it overnight, will tend to slow the move- 
For | ment of the industry to other locations. 
uch | Also, it is interesting to note that labor 
is beginning to recognize the picture 


lace 
pin- and is making major work load changes 
to compete with its Southern brothers. 

Despite-the current situation in the 
textile field, with substantial losses be- 
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ing taken by the woolen and worsted 
industry, there are_many bright spots 
for the future, with opportunity for in- 
vestors in carefully selected textile 
stocks. 


a4 4&4 6 
Real Estate Storm Brewing? 


Economic deterioration which could 
continue for three or four years after 
its probable anticipated onset during 
1953 dictates the wisdom of putting 
one’s real estate house in order by 
liquidation of marginal holdings and 
undeveloped acreage, said Roy Wenz- 
lick, noted real estate analyst of St. 
Louis, at the annual meeting of the Na- 
tional Association of Mutual Savings 
Banks in Boston. Mr. Wenzlick, while 
bearish on the outlook for the coming 
five to six year period, believes that 
around 1965 there will occur the largest 
real estate boom in our history. 

In his opinion, construction rates have 
exceeded the formation of new family 
units which leaves a large number of 
structures in the hands of speculative 
builders or sales organizations on bor- 
rowed money which would have to be 
liquidated at some price in the event 
of an unfavorable turn in industrial 
conditions. 

‘A sound policy would be to liquidate 
now all but the best real estate parcels, 
withdrawing from other commitments 
even at a sacrifice, and using funds thus 
obtained to pay off mortgages on the 
retained properties. Investment in ex- 
isting office buildings is optimistically 
regarded by Mr. Wenzlick, because new 
competition entering the market must 
do so at high prices based upon the 
rising costs of materials and labor. 


Warner and Swasey weaving machine, cited in accompanying 
article, which operates at speed of 240 picks per minute as against 
But | 140 on conventional loom, with weavers tending more machines. 


Plant Expansion Keeps 
Financing High 

Because of the tremendous increase 
in productive facilities since the end of 
World War II, many observers at the 
end of 1951 expressed doubt that 1952 
private capital investment in plant and 
equipment would match recent annual 
figures of around $25 billion. However, 
the Department of Commerce reports 
$6.4 billion spent for new productive 
capacity in the second quarter, with an 
estimated $6.2 billion for the Septem- 
ber quarter, and a possible yearly total 
in excess of the previous estimate of 
$24.1 billion. This still represents a sub- 
stantial addition to our plant capacity. 

Total corporate financing during the 
April-June quarter reached $2.9 billion, 
the largest three-month volume since 
1929, and of this probably $1.9 billion 
went into plant and equipment expan- 
sion. Of the balance, $600 million was 
earmarked for working capital and $400 
million for reduction of bank loans or 
security retirements. Private placements 
during this period continued to run 
around 40% of the total, or the not 
inconsiderable amount of $1.2 billion. 


A AA 


Canada Savings Bonds 
Pay 3.44% 

The seventh series of Canadian Sav- 
ings Bonds to be offered October 14th, 
limited for maximum annual purchase 
to $5,000 and available only to Cana- 
dian residents, will yield 3.44% per 
annum if held to maturity. This rate 
contrasts with the average yield of 
3.21% on the sixth series. The new 
bonds, to be dated November 1, 1952, 
will mature on August 1, 1963. 





Photo from N. Y. Public Library Collection 


Hand loom prior to invention of fly shuttle in 1773. Most features 
of modern power loom are here in elementary form. 
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HAT INROADS IN UTILIZATION of 
\\ cotton would have occurred had 
there been no synthetic fibers will, of 
course, never be known, but from 1939 
to 1950 total cotton consumption in- 
creased 31.1%. Use of cotton in apparel 
rose 29%; household uses increased 
48% ; industrial uses gained 6%, while 
exports expanded 31% as shown in the 
accompanying tables. 


While. the industrial consumption of 
cotton had shown a rise between 1939 
and 1950, the important parts of this 
consumption are pretty clearly indicated 
to be entering a declining trend. From 
the more important sources of indus- 
trial consumption it is estimated that 
the over-all decline would be reasonably 
calculated at about 2% per annum. If 
domestic consumption were to follow 
these lines of growth, total domestic 
utilization would be rising in future 
years at a compound rate of 1.2% per 
annum. 


It is not the purpose of this study to 
forecast where cotton consumption will 
be several years hence but to show what 
has been shappening to its various 
sources of consumption which may give 
some clue of the future growth outlook 
in cotton products. The data used are 
published by the National Cotton Coun- 
cil. 


Consuming Outlets 


Four broad groups of consumers 
make up the total demand for cotton 
manufactures. These groups are: ap- 
parel, household textiles, industrial tex- 
tiles, and exports. In 1950, the latest 
year of record, apparel accounted for 
30.5%; household textiles, 25.2%; in- 
dustrial units, 26.8% and exports 8%, 


Excerpted with permission from July Monthly 
Review of Federal Reserve Board of Richmond. 





TABLE I—SOURCES OF COTTON 











USAGE—1950 
Thou. %of %chg. 
Bales Total from 1939 
mae a 2,944 30.5 + 30 
Household + 
_ a 2,431 25.2 + 4 
Industrial Uses _. 2,589 26.8 + 7 
Exports (Mfrs. & 
semi-mfrs. ) 775 8.0 + 31 
Unaccounted ___. 917 9.5 +110 
po" ae 9,656 100.0 + 31 
Sources: “Cotton Counts Its Customers,” and 


U. S. Dept. of Commerce. 
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with 9.5 not accounted for. Cotton con- 
sumed in the manufacture of apparel 
is further divided into three related 
groups, namely: Men’s, youths’ and 
boys’ wearing apparel; women’s, misses’ 
and juniors’ wearing apparel; and chil- 
dren’s and infants’ wearing apparel. 
The male group is the most important 
segment of the apparel group account- 
ing for 63% of apparel utilization in 
1950 compared with 24% for the female 
and 13% in the children’s. 


Male Wearing Apparel 


Cotton used in this category between 
1939 and 1950 increased 36%, with per 
capita consumption up 25%. Shirts, 
trousers, underwear, hosiery, overalls 
and coveralls, gloves and coats and jack- 
ets accounted for 90% of the total. Real 
progress has been made in coats, jackets 
and trousers, whereas the industry has 
lost in overalls and coveralls, hosiery, 
overcoats, topcoats, and _ rainwear. 
Rather solid gains have been made in 
shirts and underwear despite a rather 
marked increase in the use of synthetics 
in these products. 

Barring depressions, wars, or other 
major factors, including shifts to other 
material, the projected line of cotton 
growth at an annual rate of 3.3% in 
these products would bring the total 
in 1955 to a level 11% ahead of 1950. 
This is not a forecast but a projection 
of the growth trend from 1939 to 1950. 


Female Wearing Apparel 


In 1950, 702,000 bales of cotton were 
consumed in women’s, misses’ and jun- 
iors’ wearing apparel or 24% of the 
total apparel consumption in that year. 
Consumption in women’s wear declined 


TABLE II—COTTON CONSUMED IN 
SELECTED ITEMS OF MEN’S, 
YOUTHS’ AND BOYS’ WEARING 








APPAREL—1950 
Thou. %of %chg. 
Bales Total from 1939 
| eee 538 29.0 + 39 
was 436 23.5 +127 
Underwear _. 244 13.2 + 24 
ne 141 7.6 — 3 
Overalls and 
coveralls _.._. 130 7.0 — 44 
ee eae 102 55 + 26 
Coats and jackets . 74 4.0 +545 
An other —........ 189 10.2 + 74 
ere 1,854 100.0 + 36 


Source: “Cotton Counts Its Customers.” 









COTTON LOOKS AT ITS CUSTOMERS 


more than 42% between 1941 and 1945, 
but the recovery between 1945 and 
1950 amounted to 85%, with the 1939. 
1950 gain at 9%. 

Women’s dresses are the most impor. 
tant item accounting for one-third of 
the consumption in 1950. Coats and 
jackets were next in importance, at 12%, 

Outstanding in their progress in uti- 
lizing cotton are dresses, sportswear, 
coats and jackets, suits and skirts. These 
accounted for 54% of the 1950 con. 
sumption, or 61% above 1939. Cotton 
dresses, the dominant factor, have be. 
come high style in recent years. Popu- 
larity has moved to separates, dusters 
and two-piece dresses, all of which lend 
themselves readily to cottons. Since 1947 
the use of cotton dresses has nearly 
doubled but there has been a distinct 
downward trend in cotton aprons and 
uniforms, overalls and coveralls, rain. 
wear, nightwear, negligees and bed jack. 
ets and underwear and sweaters. These 
accounted for 19.8% of total women’s 
apparel in 1950, while their decline 
from 1939 amounted to 44%. 

With such violent movements in cot- 
ton consumption in this group, it is 
difficult to determine the compound 
rate of growth. However, an increas 
of .6% per annum is indicated in the 
1939-1950 period but the rising post 
war rate probably makes this too low. 


Children’s and Infants’ 
Wearing Apparel 


The manufacture of infants’ and chil. 
dren’s wearing apparel has made rapid 


progress with 1950 44% ahead of 1939. 





TABLE III—COTTON CONSUMED IN 
SELECTED ITEMS OF WOMEN’S, 
MISSES’ AND JUNIORS’ WEARING 





APPAREL—1950 
Thou. %of Y%chg. 
Bales Total from 193 
ene 233 33.2 + 13 
Coats and jackets _ 85 21 +844 
Underwear ___.... 59 8.3 — B 
Foundation 
garments _____. 53 7.5 + 8 
Nightwear, 
negligees and 
bed jackets ___ 48 6.9 — 4 
OS pee 44 6.3 + 29 
Blouses, waists 
and skits ___... 34 48 — B 
i ee 146 20.9 0 
7 Sas 702 100.0 + 9 


Source: “Cotton Counts Its Customers.” 
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In this period the increase of population 
of infants and children under fourteen 
years of age has been 29%. The most 
important sources of consumption are 
in underwear and dresses, one-third of 
the group total, with hosiery, night- 
wear, diapers, overalls and coveralls 
accounting for an additional 25%. 

Cotton underwear takes nearly one- 
fifth and increased 32% between 1939 
and 1950, somewhat better than the 
growth in ch'ld population. Cotton in 
children’s and infants’ dresses, account- 
ing for 14% of the total, rose 17%, con- 
siderably slower than the growth in 
population. Undoubtedly synthetic fibers 
have gained a considerable share of this 
business. 

Coats and jackets, overalls and cover- 
alls are in the foreground. The growth 
in cotton utilization in these products 
has more than tripled in eleven years. 

Products with decreased consumption 
(38%) include hosiery and suits and 
skirts, all since 1946. These two groups 
accounted for 14% of the total in 1950. 

The compound rate of growth over 
the past eleven years has been 3.4%. 
If this rate of growth were continued 
through 1955 consumption that year 


Household Uses 


This usage, which took 25% of all 
1950 cotton output or 48% more than 
in 1939, has been one of the strong 
factors in the industry. Sheets, draperies, 
upholstery fabrics, and towels take 53% 
of the household group. Of somewhat 
lesser importance are rugs and carpets, 
bedspreads and blankets at 25%. Strong 
growth tendencies have been shown in 
sheets, pillow cases, towels, bed ticking, 
drapery and upholstery fabrics, bed- 
spreads and rugs and carpets with a 
falling off in blankets, tablecloths, nap- 
kins and curtains. 

The group compound rate of growth 


TABLE IV—COTTON CONSUMED IN 
SELECTED ITEMS OF CHILDREN’S 











AND INFANTS’ WEARING 
APPAREL—1950 
Thou. %of %chg. 
Bales Total from 1939 
Underwear ___ 75 19.3 + 32 
Ree 55 14.2 + 17 
es 42 10.9 — 39 
Nightwear 35 8.9 + 19 
Overalls and 
coveralls _.___. 31 8.0 +200 
Diapers 32 8.2 + 42 
Playsuits = 23 5.9 + 68 
Mother 95 24.6 +330 
| ee 388 100.0 + 44 





Source: “Cotton Counts Its Customers.” 
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has been 3.3% per annum, which, pro- 
jected to 1955, would be 16% above 
1950. 


Industrial Use 


The most important consumer is the 
automobile industry which in 1950 took 
29%, with tire cords using 207. Cotton 
bags accounted for 14%, and awnings, 
tents, tarpaulins, cordage and twine, in- 
sulation and shoes took 5%. The two 
most important products, tire cord and 
cotton bags, are in a declining trend 
owing to competition of high tenacity 
rayon, paper and burlap. Partly offset- 
ting this has been increased automobile 
use in other than tire cord, in 1950 with 
a gain of 161% over 1939. Other de- 
creases of note include cordage and 
twine, industrial thread, laundry sup- 
plies and shoes. 


Substantial growth, on the other hand, 
has been witnessed in other industries, 
only two of which account for more 
than 5% of the industrial total: coated 
abrasives, awnings, tents, cheese cover- 
ings, filter cloths, fishing supplies, fric- 
tion tape, insulation, mattress felts, and 
medical supplies. These industries in 
1950 used 977,000 bales, a gain of 125% 
over 1939. 


Downward trends in the two major 
products and a few of the lesser are 
sufficiently strong to carry the entire 
group downward, probably for several 
years, particularly as it is the avowed 
policy of the tire companies to utilize 
rayon or nylon as quickly as available, 
but the growth in the small industries 
is sufficiently impressive to give future 
hope in this group. 


Exports 


Exports of cotton manufactures and 
semimanufactures (converted into bales 
and making no allowance for cotton 

(Continued on page 642) 


TABLE V—COTTON CONSUMED IN 
SELECTED ITEMS OF HOUSEHOLD 





TEXTILES—1950 
Thou. %of %chg. 
Bales Total from 1939 
Oe 525 21.6 + 24 
Draperies and ; 
upholstery 446 18.3 +112 
Towels and 
toweling 314 12.9 + 14 
Rugs and carpeting 253 10.4 + 267 
Bedspreads ___. 195 8.0 + 95 
Blankets and 
blanketing _ 166 6.8 — 2 
AN other... 582 22.0 + 36 
etee 2,431 100.0 + 48 


Source: “‘Cotton Counts Its Customers.”’ 
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They will find in our Trust 
Department the necessary com- 
bination for care of all trust 
matters. 
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15th St. & Pennsylvania Ave., N. W. 
Washington, D. C. 
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PROPERTY 
IN 
CANADA 


Fhe appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


NATIONAL 
TRUST 
COMPANY 
LIMITED 
20 King Street East 


Toronto, Canada 
Hamilton Winnipeg 
Vancouver Victoria 
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Montreal 
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Assets Under Administration 
$392,000,000 
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Aa " the, ee O% 3.06 3.05 2.90  3.08-2.99  3.09-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 cover 
A ad Re Ss a 3.21 3.20 3.15 3.34-3.18  3.33-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 As: 
Baa . %~ i  eceseutemne: Oe 3.51 3.51 3.49 3.63-3.48  3.64-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 -. 
8. Tax Exempt Bond Yields : 
Aaa Rated Long Term ou... % 1.78 1.76 1.64  1.78-1.65 1.85-1.28 1.98-0.90 1.84-0.93 2.81-1.56(b) (b) cided 
Aa ° _  . 2.06 1.98 1.83 2.08-1.81 2.71-1.87 2.21-1.04 2.11-1.21 3.02-1.78(b) (b) the b 
A ” a 2.44 2.31 2.20 2.44-2.13 2.50-1.72  2.64-1.28 2.49-1.49 3.29-2.11 (b) (b) ee 
Baa ” “ 2.77 2.68 2.38 2.77-2.48  2.74-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (b) it wil 
4. Preferred Stock Yields and t 
Industrials—High Dividend Series may 
High Grade % 3.95 3.94 3.96 4.08-8.92  4.10-3.80  4.09-3.28 4.37-8.55 6.54-8.83 6.79-4.75 
Medium Grade ............----0+----+ 4 4.87 4.84 4.78 4.89-4.83  4.96-4.72  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 bank 
Industrials—Low Dividend Series cretio 
an % 3.77 3.75 3.78 3.90-3.69  3.88-3.45  3.92-3.27(c) (c) (c) (ec) . 
Medium Grade o....csccccssccessnes % 4.04 4.01 3.95  4.15-8.94 4.25-3.77  4.20-3.52(e) (e) (ec) (c) priva' 
Utilities—Low Dividend Series less é 
; ne % 4.05 4.02 4.02 4.24-3.94  4.20-3.80  4.24-3.40(c) (ec) (c) (c) trinsi 
Medium Grade _..... a 4.44 4.38 4.37  4.71-4.88 4.71-4.19  4.65-3.69(c) (c) (c) (c) ‘ 
5. Common Stocks certal 
125 Industrials—Prices (e) .......... 76.52 78.01 74.46 78.01-71.73 74.24-66.75 64.46-48.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) desir 
125 Industrials—Dividends (e) .... 4.22 4.22 4.45 4.22-4.18  4.52-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(d) 
125 Industrials—Yields %  ............ 5.51 5.41 5.98 5.87-5.48  6.79-5.56  7.29-3.20 7.71-8.56 10.18-2.59 6.21-3.19 (d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. Sin 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. contir 
(c)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. will h 
eel 
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The author has for 
some years been 
Chairman and Sec- 
retary of the Invest- 
ment Committee of 
Studley, Shupert & 
Co., investment coun- 
sellors. A graduate 
of Dartmouth Col- 
lege, with broad ex- 
perience in business, Mr. Bond is also in 
demand as a lecturer on economics and 
investments. 


HE RAPID SPREAD IN POPULARITY and 
. = of pension funds has been one 
of the outstanding developments in the 
trust field in recent. years. There is, 
however, wide variation in their types 
and provisions. In some instances, in- 
sured plans or group annuities offered 
by insurance companies appear to be 
the best answer to the company’s prob- 
lem. Some pension funds are of the 
limited terminating kind. Some are al- 
ready so large that the trustees fre- 
quently find it necessary to join under- 
writing groups to obtain the desired 
volume of bonds. Some have specific 
restrictions in the instrument under 
which they are created which limit the 
powers of the trustees. Obviously, no 
one formula of pension fund invest- 
ment management can be expected to 
cover this wide variety of conditions. 
Assume, however, the case of a me- 
dium-sized corporation which has de- 
cided to establish a perpetual fund for 
the benefit of its employees, into which 
it will make regular periodic payments 
and to which the employees themselves 
may or may not contribute. A local 
bank is named as trustee with full dis- 
cretionary powers as to investments. For 
private pension plans of this more-or- 
less average kind there are certain in- 
trinsic factors to be recognized and 
certain clearly defined paths that it is 
desirable to follow. 


Long-Range Adaptability 


Since a pension fund is expected to 
continue into the indefinite future, and 
will have to cope with all sorts of market 
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trends as business cycles develop, with 
payments and withdrawals to be made 
at more-or-less frequent intervals, its 
portfolio needs both long-range plan- 
ning and adaptability to changing con- 
ditions. Also a pension fund is of in- 
herently fluid nature, at least in its 
earlier years, because until the required 
payments to retired employees begin to 
reach sizeable amount, there will be a 
continual inflow of money for invest- 
ment. Whenever the trustees have new 
money to invest, an opportunity is pro- 
vided to reevaluate their policies. Thus 
they can keep the structure of the port- 
folio well-geared to changing market 
conditions by allocating their new pur- 
chases among various available types 
of securities — always preserving the 
fundamental concept of high quality and 
conservative setup, with limited market 
risks, 

The practical application of this in- 
vestment approach presupposes the ex- 
istence of a basic plan and the preserva- 
tion of perspective at all times. At each 
meeting of the trustees, the first ques- 
tion should be “Do we want to main- 
tain the existing pattern of principal 
distribution between bonds, preferred 
and common stocks or should we modify 
it? If the latter, to what extent?” Not 
until that basic matter has been settled 
should the discussion turn to individual 
securities. 


Investment Objectives 


In the case of all pension funds, the 
primary investment objective is con- 
servation of principal, hence the major 
portion should be kept invested in se- 
curities best qualified to maintain sta- 
bility of value, e.g.. high-grade bonds. 
But bond yields are always relatively 
low and dollars payable at maturity 
have long suffered from diminishing 
purchasing power. Also, bonds provide 
no opportunity for the long-term capi- 
tal growth potentially obtainable from 
well-selected common stocks in expand- 
ing industries. Therefore, more effective 


long-term results will usually be achieved 
by the inclusion of a moderate propor- 
tion of high-grade preferred and com- 
mon stocks—perhaps 10% of the former 
and 25%-30% of the latter. Not only 
is this pattern of principal apportion- 
ment basically sound for pension funds 
per se, but it conforms with, and finds 
justification, if any is needed, in current 
conservative fiduciary thinking as ex- 
emplified by the many recent state laws 
legalizing stocks, in limited amount, for 
trusts, insurance companies, and savings 


banks. 


Most pension plans examined by our 
firm have estimated the necessary rate 
of return at a relatively low figure, 
around 214% to 3%. On that basis, a 
portfolio of bonds alone would appear 
to fill the bill. But why should not pen- 
sion trustees seek the same fair return 
on invested capital as they do for any 
other trust? Surplus income may widen 
the scope of its benefits and decrease 
the size of the company’s payments. 
The chief argument against the use of 
stocks, namely, that they may cause de- 
preciation of capital, is outweighed not 
only by the advantages of higher return 
and potential capital growth but also 
by the fact that there is little practical 
likelihood of forced sale under de- 
pressed market conditions except in the 
terminating type of fund in which stocks 
should usually be largely avoided. Ad- 
herence to a fixed policy of moderate 
stock purchase at varying price levels 
will result in averaging down of costs. 


Unless the company is large, with 
stock listed on a major exchange, its 
own stock should be used sparingly, if 
at all, in its own pension fund. There is 
no dearth of suitable outside securities 
with no implications of favoritism or 
paternalism. 


Sound Planning Pays Off 


The principles outlined in this article 
may seem self-evident but they have al- 
ready proven their efficacy in funds 
varying from modest amounts up to 
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UNITED FRUIT COMPANY 


213th 


Consecutive Quarterly Dividend 
A dividend of seventy-five cents per 
share and an extra dividend of fifty 
cents per share on the capital stock 
of this Company have been declared 
payable October 15, 1952 to stock- 
holders of record September 12, 1952. 

EMERY N. LEONARD 


Secretary and Treasurer 
Boston, Massachusetts, Aug. 18, 1952 








INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


166 
CONSECUTIVE DIVIDEND 
Common Stock 













A quarterly dividend of 60¢ per 
share payable on October 1, 
1952 to stockholders of record 
at the close of business Septem- 
ber 12, 1952, was declared by 
the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 

















August 27, 1952 
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. CORPORATION OF AMERICA ‘| 
} 180 Madison Avenue, New York 16, N.Y. ( 





HE Board of Directors has this day 
declared the following dividends: 


4%% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable October 1, 1952, to 
holders of record at the close of busi- 
ness September 5, 1952 
7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1952, to holders 
of record at the close of business 
September 5, 1952 
COMMON STOCK 


50 cents per share, payable September 
25, 1952, to holders of record at the 
close of business September 5, 1952 


R. O. GILBERT 


Secretary 
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multi-million dollar portfolios. One 
corporation president after two years of 
fund operation expressed his satisfac- 
tion with the results, with particular 
reference to improved employee attitude 
toward management, as demonstrated 
by increasing employee contributions. 
He summarized his views as follows: 
“We consider the profit-sharing and re- 
tirement plan perhaps the most important 
part of our whole management program. 
The benefits which might flow from a 
successful plan properly understood and 
fully appreciated, are so great that no 
cooperative effort in industry should fail 
to give them the most careful consideration. 
Furthermore, we believe profit-sharing or 
any other type of pension or retirement 
plan that we know of is not a cureall or 
an overnight remedy; these plans must be 
worked at, nourished and cultivated with 
great care and given reasonable time to 
develop before all parties concerned can 
expect to reap the hoped-for benefits.” 
The primary essential for effective 
pension fund investment management is, 
therefore, the adoption of a basic long- 
range plan designed to achieve the three 
underlying trust fund objectives in ra- 
tional degree, and the selection of se- 
curities appropriate to that end in ac- 
cordance with changing investment con- 
ditions. Continuing adherence to sound 
investment principles will assure the ful- 
fillment of the social objectives for 
which this comparatively new and ef- 
fective medium has been developed. 


A A A 


Mutual Fund Reaches 
100,000 Milestone 


Affiliated Fund, Inc., a mutual invest- 
ment trust sponsored by Lord, Abbett 
& Co., recently became the second in- 
vestment company to number 100,000 
holders, and it is the first to reach this 
figure exclusively through distribution 
by member firms of the National Asso- 
ciation of Securities Dealers. 


COTTON 


(Continued from page 639) 


waste in manufacturing) have been in 
a rather marked up-trend during the 
period. Estimates place the cotton uti. 
lized in export goods and yarns at 775, 
000 bales in 1950, off 30% from 1949 
but up 31% over 1939. 

Exports had been augmented by the 
inability of many of the world’s normal 
cotton exporting nations to get back 
into production following the war. In 
the past year or two, the postwar cotton 
goods exporters moved back into the 
export market in a big way, and the 
results were strongly felt in 1950 on 
the American export volume. 


The general consensus is that the 
United States exports of cotton goods 
and yarns will not be competitive with 
those of foreign countries and as a con- 
sequence, the export level must fall. Ex. 
port experience, however, in 1951 and 
thus far in 1952 would indicate that this 
has not yet happened. 


TABLE VI—COTTON CONSUMED BY 
SELECTED INDUSTRIAL USERS—1950 





Thou. %of % chg. 
Bales Total. from 1939 
Automobiles —_. 749 28.9 + 8 
Tite cord... 524 20.2 — 14 
Other automotive 
materials __........ 225 8.7 +161 
ae ....._.... ne 13.8 — 29 
Insulation — 196 7.6 +138 
Awnings, tents 
& tarpaulins ___ 175 6.8 + 56 
Cordage and 
NE ees 157 6.1 — 34 
Shoes = ae) 145 5.6 — 8 
Medical supplies _ 106 4.1 + 44 
Laundry supplies 88 3.4 — 32 
Mattress felts : 85 ee + 242 
Belts, machinery 81 31 + 20 
All other a 450. 17.3 + 27 
Total 2,589 100.0 + 6 


Source: “‘Cotton Counts Its Customers.” 
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HAVOLINE 


August 8, 1952 


4) THE TEXAS COMPANY 
200th 


Consecutive Dividend 


A dividend of sixty-five cents (65¢) per share on the 
Capital Stock of the Company has been declared this 
day, payable on September 10, 1952, to stockholders of 
record at the close of business on August 15, 1952. The 
stock transfer books will remain open. 










ROBERT FISHER, Treasurer 
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PROGRESS OF PRUDENT PRINCIPLE 


As measured by permissive use of com- 
mon stocks by trustees in 49 jurisdictions 
in the United States. 


Percentages of total bank deposits and 
totol trust property ore based on “Trust 
Business in the United States” by Gilbert 
T. Stephenson in The Trust Bulletin, April 
1948. 


— % of 49 Jurisdictions 
<== % of Nation's Bank Deposits 
orcee % of Nation's Trust Property 





1940 41 % 
Copyright 1952, by Barron’s Publishing Co., Inc. 


Above chart, showing the spread of the 
prudent man rule of trust investment in 
terms of the nation’s bank and trust re- 
sources, accompanies an article by Glenn 
Garbutt in the September first issue of 
Barron’s. Entitled “The Changing Trends in 
Collective Investment” the article traces the 
development of legislative and judicial au- 
thorization of trust investment in equities, 
grouping the states in chronological order 
for convenient reference. 





Construction Boom 


Volume in the construction industry 
reached a record $15 billion in the first 
half of 1952, up 4% over a year ago. 
At least one million new homes were 
looked for this year, particularly because 
of a provision in the new Defense Pro- 
dution Act that residential real estate 
controls be suspended if the rate of home 
construction in any month should fall 
below a rate of 1.2 million a year, ac- 
cording to Dun’s Review. 


Whether the rate of one million starts 
a year can continue indefiinitely without 
stumbling is open to question, in the 
opinion of the First National Bank of 
Akron’s Business Review. “Perhaps 750,- 
000 are needed for replacement and new 
family formations, but new housing is 
so costly and its obligations so extensive 
that its future depends upon a con- 
tinuous supply of ample and easy hous- 
ing credit.” 


91st Consecutive 
Quarterly Dividend 
20¢ per share from net investment 
income, payable September 30 to 
stock of record September 11, 1952. 


WALTER L. MORGAN, President 
Philadelphia 2, Pa. 
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Life Companies Buying 
Corporate Bonds 
During the first half of 1952, the life 


insurance companies stepped up their 
buying of industrial and railroad bonds, 
while purchases of public utilities re- 
mained about on a par with the same 
period of 1951. Combined corporate 
bond purchases rose by nearly 20% to 
$2.4 billion for the period, as common 
stocks fell almost 50% behind, and Gov- 
ernment bond commitments declined by 
about 60%, as indicated by the accom- 
panying tabulation compiled by the In- 
stitute of Life Insurance. New mort- 
gages fell just short of $2. billion, less 
than in 1951 but greater than in any six 
months period prior to 1950. 


The total holdings as of June 30, 
1952 in United States and foreign gov- 
ernments, and state and municipal bonds 
combined, showed a shrinkage of $1.6 
billion from the corresponding 1951 date 
to $12.8 billion. The trend away from 
these groups was evidenced in the in- 
creases of about $250 million in railroad 
bonds and $600 million in public utili- 
ties, with the industrial bonds the fea- 
ture, with a $2.1 billion advance to $12.2 
billion, which placed them in first place 
over the utilities with $11.2 billion and 
the rails with $3.4 billion. In stocks, pre- 
ferred holdings rose some $57 million 
to $1.5 billion, while common stocks 
moved up about $75 million to total 
$668 million. 

New Investments of Life Insurance Companies 


6 Mos. 6 Mos. 
1952 1951 
(000,000 Omitted) 





U. S. Government Securities $2,166 $5,376 
Foreign Gov’t. Securities 76 131 
State, Ct., Munic. Bonds( U.S.) 50 100 
Railroad Bonds (U.S.) _.... 204 147 
Public Utility Bonds (U.S.). 455 450 
Indus. & Misc. Bonds (U.S.)-. 1,763 1,447 
Stocks (U.S.) Preferred ___.. 60 57 
Cormeen enone 43 81 
Foreign Corporate Securities 92 90 
World Bank Bonds 26 18 
Farm Mortgages: Vets. 
| ee ree 3 
RES Se 206 249 
Non-Farm Mortgages: F.H.A. 420 583 
Veterans Admin. __... 271 784 
NN i ea 1,076 1,296 
Total Securities & Mtgs. $6,908 $10,812 


A AA 
Textile Workers Accept Pay Cut 


Some 2,000 workers in two Rhode Is- 
land mills, members of the C.1.0. Textile 
Workers Union, agreed to pay cuts of 
8% and 9 cents per hour, in line with the 
8% cent cut determined by an arbi- 
trator in Fall River and New Bedford 
mills. The purpose was to enable local 
plants to compete with those in the south. 


ALLIED 
CHEMICAL 


& DYE CORPORATION 


Quarterly dividend No. 126 
of Sixty Cents ($.69) per share 
has been declared on the Com- 
mon Stock of the Company, 
payable September 12, 1952, 
to stockholders of record: at 
the close of business Septem- 
ber 3, 1952. 

W. C. KING, Secretary 
August 26, 1952. f 


UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 47 cents 
per share on the Common Stock 
of the Company, payable Octo- 
ber 1, 1952 to stockholders of 
record at the close of business 
August 29, 1952. 


JOHN HUME 
Secretary 
August 15, 1952. 


1 yi tl OANA sBeeee2, 


Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 173 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 22 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 

27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able September 30, 1952, to 
stockholders of record Septem- 
ber 5, 1952. Checks will be 
mailed from the Company’s 
office in Los Angeles, Septem- 
ber 30, 1952. 


P.C. HALE, Treasurer 
August 15, 1952 
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FIVE FAVORITE FIELDS FEATURE 
PROPERTY INSURANCE INVESTMENT 


ORE THAN 72% OF THE ASSETS of 
M the 664 stock fire and casualty in- 
surance companies were invested in five 
classes of securities at the end of 1951, 
as follows: 


Per $ 
Cent Million 
U. S. Government Bonds - . 36.2 4,172 
Industrial and Misc. Stocks _.. 12.6 1,447 
Bank and Insurance Co. 
OS aaa 
State-County-Munic. Bonds ~ 95 1,094 
Public Utility Stocks 0. 5.4 585 


Although the $11.5 billion assets of 
these companies are only one-fifth of 
those of the life insurance companies 
they have been and are far more im- 
portant in relation to the stock market 
than the latter. During the twenties and 
thirties, many of the large fire com- 
panies had as much as 70% of their 
funds in common stocks. The long de- 
cline in the market from 1937 to 1942 
changed this policy in important in- 
stances but common stocks at the end 
of 1951 continued to account for more 
than 25% of total assets, and industrial 
and miscellaneous stocks for more than 
one-half of the common stock invest- 
ment. Their dollar volume of common 
stock investment, fed both by new pur- 
chases and price appreciation, trebled 
in the past ten years. 


United States Government bonds, 
compared with the end of 1950, show- 
ed a slight increase during 1951; in- 
dustrial and miscellaneous stocks a 
somewhat larger gain. Bank and insur- 
ance stocks made more progress and 
State, County and Municipal bonds reg- 
istered a very substantial increase (from 
$877 million to $1,094 million). Public 
utility stocks, reflecting their popularity 
with all classes of institutional investors, 
jumped from $491 million to $585 
million. 

U. 5. Governments gained only $50 
million in dollar volume, a very scant 
share of the overall billion dollar gain 
in property insurance assets. This small 
addition to the Government bond hold- 
ings continued a steady increase in dol- 
lar volume since 1941 but did not check 
the long decline in percentage to total 
assets which has been underway since 
1947 when Governments represented 
44.6% of total assets. Each year since 
this figure has melted appreciably, 
reaching the 36.2% at the end of 1951. 

The taxable bond market was not 
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neglected, however. Interest shifted from 
Governments to industrial corporates 
which registered their first important 
gain for the past decade, advancing from 
about .9% of total assets to 1.2%. As 
previously pointed out in TRUSTS AND 
EsTATES, it was the renewed interest 
manifested by insurance companies and 
pension funds in industrial corporates 
which turned the tide in the corporate 
bond market in the latter part of 1951. 


In preferred stock purchases, which 
accounted for 5.6% of the total, indus- 
trials and miscellaneous continued to 
play a leading role providing 3.1% of 
the total, with public utilities carrying 
the second lead at 1.8%. Railroad and 
bank preferreds were distinctly in the 
“also ran” class. 


Common stocks of bank and insur- 
ance companies were the third largest 
category of investment, continuing in 
1951 the rather sharp increase in dollar 
holdings evident in 1950 and 1949, after 
their leveling off period from 1945 to 
1948. However, in relation to the com- 
plete stock portfolio, bank and insurance 
stocks have been dropping in impor- 
tance since 1942 when they accounted 
for 36% of all stocks. In percentage 
to total investment, bank and insurance 
stocks have declined steadily since 1945, 
when they represented 11.8% of all as- 
sets. At the end of 1951 they were 8.8%. 


Investments in the fourth largest cate- 
gory, bonds of states, territories and 
municipalities, have registered the most 
spectacular activity over the last five 
years. In 1946, stock fire and casualty 
companies had less than 3% of their 
total assets in state and municipal bonds. 
This was the low point of the 1940-50 
decade. Stimulated by the tax-exempt 
features of these bonds, property insur- 
ance companies began accumulating 
them at a rapid rate until, by the end 
of 1950, holdings of state and munici- 
pals represented 8.1% of total assets. 
By the end of 1951 the percentage had 
climbed to 9.5. 


The fifth largest category, public util- 
ity stocks, preferred and common, have 
progressed consistently in importance 
since 1941, with the exception of 1947. 
They increased from 4.5% at the end 
of 1950 to 5.4%, the past decade’s high 


in relation to total assets. 


Public utility bonds, which in 1946 
accounted for only .8% of total assets, 


tended to become slightly more attrac. 
tive to the fire and casualty companies 
until the end of 1950, when they occu. 
pied 1.5% of the whole portfolio. Dur. 
ing 1951, however, this declined to 
1.1%. 


The accompanying table shows a de. 
tailed breakdown of investment cate. 
gories. 


ADMITTED ASSETS OF 664 STOCK 
FIRE & CASUALTY COMPANIES 

Statement Values as of Dec. 31, 1951 
(Seurce: Alfred M. Best & Co.) 


Amount % 
1. Real estate _.$ 143,797,950 1.3 
2. Mortgages 60,347,027 0.5 
3. Coll. loans .... 2,011,024 — 
4. Bds.: U.S. Govt. 4,172,587,353 36.2 
5. Other Govt. _. 143,511,985 12 
6. State-Cty.-Mun. 1,094,642,162 95 
7; meee... 132,943,083 12 
8. Pub. Utility —_ 130,357,438 1] 
9. Ind. & Miscell. _ 138,826,485 1.2 


10. Total Bds. .... 
11. Com. Stks. Ry. — 
12. Pub. Utility —. 
13. Insurance 
i A 
15. Svgs. & Loan. .... 
16. Ind. & Mise. _... 
17. Total Com. 

_  * Se re 
18. Pref. Stks. Ry. — 
19. Pub. Utility —__. 
20. Insurance 
/ 
22. Indust. & Misc. 
23. Total Pref. 


5,812,868,306 50.4 
67,334,091 0.6 
375,423,044 3.6 
797,550,816 6.9 
225,228,390 19 
6,851,178 0.1 
1,447,397,662 125 


2,919,785,181 


210,540,828 18 
20,637,226 02 
1,029,588 
359,737,964 3.1 


I cece: 650,254,717 5.6 

24. Total (1,2,3, 
10,17,23)  ...$ 9,589,064,405 79.0 
: So eee 994,518,043 8.6 


26. Prem. Bals. .. 745,460,166 6.5 
27. Other assets .. 205,713,627 18 


28. Grand Total .. 11,534,756,241 100.0 





Officers of newly organized Estate Planning 
Council of Albany, Ga. (see Aug., p. 554). 
Seated (left to right): executive committee 
man Charles Anderson, secretary Ted Maul- 
din, president Joe Champion, vice president 
Dick Jordan. Standing: executive commit- 
teemen George Hughey and Fred Darby, and 
treasurer Paul Keenan. 
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BANK PROGRAM IMPROVES EMPLOYEE RELATIONS 


NQUIRIES FROM BANKS AND CORPORA- 
| ips throughout the country about 
the operation of the President’s Commit- 
tee on Employee Relations at Manufac- 
turers Trust Co., New York City, attest 
to the success of a program which in 
five years has won the whole-hearted 
support of officers and employees alike. 
The program is designed to improve 
morale in the bank’s 109 branches and 
to eliminate latent as well as observable 
causes of dissatisfaction or misunder- 
standing. Its key points are (a) annual 
branch and department visitation by the 
Committee members in person; (b) two 
way communication by face-to-face dis- 
cussion and an anonymous question- 
naire; (c) careful follow-up and prompt 
action to correct situations or physical 
conditions which need improvement. 


The Committee was formed in De- 
cember 1946 by the bank’s late presi- 
dent, Harvey D. Gibson, who announced 
the plan to staff members in a letter, 
explaining that “The well-being of our 
employees and their happiness in their 
jobs are of foremost importance. . . . 
Most of our troubles and worries are 
about things we do not understand, and 
I want this committee to help you to 
understand. Some of the things that 
worry you should be corrected, and 
you can help me to get the information 
I need to correct them.” The names of 
committee members were given and the 
fact that they would visit every branch 
and report back to the president on 


working conditions, employee reactions 
and suggestions. The plan worked so 
well that it was continued by president 
Von Elm, and when Horace C. Flanigan 
succeeded to the presidency in the latter 
part of 1951, he announced the exten- 
sion of the committee’s visits to the 
various departments of the Main Office. 
His letter to the staff said that “The 
President’s Committee has been so suc- 
cessful in carrying out its original pur- 
pose insofar as the branches are con- 
cerned, I now feel the benefits that can 
accrue from their visits should be made 
available to our staff at Main Office.” 
The Committee now visits annually 109 
branch offices and 26 departments at 
Main Office, covering 5408 employees 
and 528 officers. Officers and super- 
visory personnel are interviewed by the 
committee, but are not asked to fill 
out the questionnaire. 


A more competitive spirit among the 
branches and departments is encouraged 
by awarding annually an inscribed 14K 
gold cup—The President’s Gold Cup— 
to the office which “is most outstanding 
in its promotion of the well-being and 
personal relations of its employees and 
creates an esprit de corps which reflects 
understanding leadership by the officer 
in charge.” The naming of the winner 
and presentation of a gold watch to the 
winning officer, has become an import- 
ant part of the annual officers’ dinner. 
The president extends a personal in- 
vitation to each officer and employee 





President H. C. Flanigan, Manufacturers Trust Co., New York, entertaining staff at 

Lexington Avenue branch, 1951 winners of the President’s Gold Cup. Inset shows officer- 

in-charge Albert S. Thomas receiving from Mr. Flanigan the award which is given 
annually to that office of the bank which demonstrates the finest esprit de corps. 
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of the winning branch or department to 
attend a dinner party as his guests, 
with all the administrative officers and 
the members of the President’s Commit. 
tee. The event is written up—with pic. 
tures—for the staff magazine, and when 
any office must relinquish the original 


cup to another winner, it receives af} 


replica to be kept permanently. 


How the Plan Works 


On the first round of visits a thor. 
ough report was submitted to the presi- 
dent covering the physical condition of 
the branch, working quarters and rest 
room facilities, and requests or recom- 
mendations made by employees with in- 
dication of which ones the committee 
had approved. A short sketch of the 
officer in charge was included to give 
the president a general idea of his char. 
acter and personality. Subsequent re. 
ports, however, were confined to ap. 
praisal of the esprit de corps and item. 
izing of requests made and questions. 


When calling at an office or depart- 
ment it is customary for the committee 
first to make a minute physical in- 
spection of the premises noting any- 
thing which needs attention. The officer 
in charge is then asked to assemble the 
employees, but after the introductions 
he withdraws, so that no branch or de- 
partment officer is present while the 
committee meets with the employees. 
The chairman extends the greetings of 
the president, reaffirms the purpose of 
the committee, and outlines the more 
important employee benefits which the 
bank has instituted. Questions and gen- 
eral discussion follow, and the employ- 
ees are told that a member of the com- 
mittee will be available for private con- 
ference after the meeting. They are 
given questionnaires, with instruction 
to take as much time as they want in 
filling them out, and to return them 
unsigned and sealed in the envelope pro- 
vided for that purpose. A committee 
member personally collects the com- 
pleted questionnaires. 


Next the committee meets with the 
officer in charge and discusses with him 
the requests made at the open meeting. 
Compliance with requests or requistions 
for physical improvements, after being 
approved jointly by the committee and 
the officer in charge are intiated by him. 
This avoids any impression that the 
committee is pre-empting the officer's 
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authority and tends to gain his willing 
cooperation with the over-all effort. 


Use of Questionnaires 


It has been suggested that the em- 
ployees might take the questionnaires 
home and return them the next day, 
thus obtaining more time for consider- 
ing the contents. The committee has 
felt, however, that the present method 
gets each individual employee’s spon- 
taneous opinion, without pressure or 
prejudice from outside sources or other 
employees. Moreover, the fact that 
members of the top executive group 
bring the questionnaires and wait for 
the answers provides a human touch 
appreciated by the employees. This can- 
not be achieved by simply mailing ques- 
tionnaires and having them analyzed by 
an outside firm. Repeated comments 
made at the committee’s visits show that 
“meeting with the top brass” is one 
of the strongest selling points of the 
President’s Committee. 


To the officer in charge of the branch 
or department go any written requests 
for physical improvements which were 
in the questionnaires but were not dis- 
cussed with him at the time of the 
visit, and a follow-up letter thirty days 
later makes inquiry as to what action 
has been taken on both written and 
verbal requests. The officer in charge 
further receives a special report noting 
the employees’ written comments, to- 
gether with an analysis showing the per- 
centage ratings for his branch as com- 
pared with the general average of all 
offices. These are accompanied by a 
letter from the president, requesting the 
officer to review the comments and ful- 
fill any requests that are within the 
realm of good business policy and will 
strengthen employer-employee relations. 


The statistical rating of each office is 
based upon the written answers to five 
questions designed to ascertain each em- 
ployee’s opinion regarding: his working 
conditions, the company in general, his 
own office and the officer in charge, his 
pride (or lack of it) in working for 
the company, and the morale of his 
fellow employees in his particular 
branch or department. Favorable replies 
by all employees in an office on all five 
questions would be counted top score, 
and anything less would be scaled down 
from that maximum. In practice it has 
been found that where replies to these 
questions indicate a good officer-em- 
ployee relation, complaints and requests 
have been few, and vice versa. 

The questionnaire also provides an 
easy annual compilation of personnel 
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statistics as to age brackets, sex, length 
of service, and employee attitudes to- 
ward the various “benefits” provided by 
the bank. Among seventeen benefits list- 
ed on the questionnaire, the employees 
selected as the first four in order of 
importance: Group Hospitalization, the 
short Work Week, Sick Leave, and 


Group Life Insurance. 


Results 


Since the formation of the President’s 
Committee on Employee Relations its 
physical inspection of premises has 
brought changes ranging from better 
lighting of tellers’ cages to modernizing 
and relocating entire branch offices. Re- 
quests from employees—including those 
in the trust department—have been for 
such items as electric fans, better. ven- 
tilation or the enlargement of a lunch- 
room. 


Discussions of salaries and promo- 
tion, which arise from time to time, are 
answered on the spot, and a notation 
is made of the questions asked in order 
that possible inequities may be investi- 
gated, and correction recommended 
where necessary. Over a period of years, 
however, less than 8% of the employees 
who filled out questionnaires made re- 
ference to salaries, and many of these 
referred to salary inequities among 
people doing the same or similar work 
rather than to the salary levels as such. 

The Committee has attributed much 
of its success to the immediate attention 
the employee requests receive. Those 
requests which are approved by the 
committee and the officer in charge, and 


HHA ARR RRA ARRAN RRA HHA 


THPHH HARA RARER HHA HH aE 


involve less than $500, do not go 
through ordinary channels, but are 
taken care of at once. Where the cost 
will run above $500, requests are re- 
viewed, submitted for approval and 
followed up by the committee. The ma- 
jority of requests or complaints have 
been met simply by a little more super- 
visor understanding of employee per- 
sonal problems and working conditions. 
Others were corrected with a very small 
expenditure of money. 


At the beginning of the program there 
appeared to be some feeling of opposi- 
tion on the part of officers in charge 
of the various units. Once the committee 
began to function, this fear of reper- 
cussions from the visits dissipated 
rapidly. By the second year the officers 
welcomed the committee’s visits fully as 
much as did the employees, if not more, 
especially as the role of the committee 
proved to be principally a matter of 
assisting the branch and department 
officers in obtaining the things they 
needed to create good working condi- 
tions and better morale. 


Today, with the program in its sixth 
year, the president, the officers and the 
employees all feel that it has proven 
beneficial. In effect, the president is no 
longer unapproachable nor the voice 
of the employee unheard. Leadership is 
fostered among the branch and depart- 
ment officers and team play receives 
recognition. Under the committee plan 
a clerk can “ask the president” for a 
better light on her desk and find it there 
next day. 


When you are asked about taxes in 
Connecticut refer to our booklet: 


TAXATION OF CONNECTICUT RESIDENTS 


The Property Tax Law was amended effec- 


tive October 1, 1951. These changes are 


explained in a supplement to our booklet. 
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PERSONAL TRUST DEPARTMENT 


THE SECOND NATIONAL BANK 
OF NEW HAVEN 


Both are available upon request, and there 


Write or Call 
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Prospectus on Request 


Scudder Fund Distributors, Inc. 


1 Wall St., New York 5, N. Y. 
10 Post Office Sq., Boston 9, Mass. 


Provident Trust Bldg. 
Philadelphia 3, Pa. 


EST’D 1882 
THE OLDEST TRUST COMPANY 
IN CANADA, SPECIALLY EQUIP- 
PED TO ACT IN ALL TRUST 


AND AGENCY CAPACITIES 


The 


Toronto 
General Trusts 
Corporation 


WE INVITE YOUR INQUIRY 


HEAD OFFICE TORONTO bBrANCHES iN 
OTTAWA, MONTREAL, WINDSOR, WINNIPEG, REGINA, 
SASKATOON, CALGARY, EDMONTON, VANCOUVER 

















Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 


Reference should be made to the introduc- 


tory article in July 1949 issue, outlining pur- } 


poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





BALANCED FUNDS 


American Business Shares _....-_-_>>SS 
Axe-Houghton Fund “A” 
Axe-Houghton Fund “B” SESE 
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Commonwealth Investment —..-_>>>E 
Eaton & Howard Balanced — 
Fully Administered Fund (Group Securities) Be: 
General Investors Trust —...._-_»»_»_>SEE 


a a ne ee i 


Johnston Mutual Fund —_....--=SSES 
Nation-wide Securities** 
a eee on z 
George Putnam Fund 

Mutual Fund of Boston**** _ 
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Wellington Fund 
Whitehall Fund —_ 


Wisconsin Investment*** 
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STOCK FUNDS 
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90 STOCK INDEX (Standard & Poor’s) ______ 
CONSUMERS PRICE INDEX (B.L.S.) 


Base index number of 100 is the offering price qe 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


@Principal index begins after 1939 base date. 
+Ex-dividend current month. 

tHigh reached current month. 

*Merged with ooumpibestan 2nd Fund May Ist. 


**Became balanced fund in 1945. 
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D ith the stated date by the average of the twelve 
offering ding on the corresponding date. 

GAIN BUTION column (18) represents percentage of 
i any, #4pital gains or any other sources, for the current 


ZS ORGAED AFTER 1939 are given an initial index number 
they of business equal to the average of all those stock 
funds 2 @ce at the time. 


sNot included in balanced or stock average. 
**Name changed from Russell Berg Fund. 
eaName changed from Nesbett Fund. 

*Name changed from Mass. Investors 2nd Fund. 
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Diversified Common Stock Fund 
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Chicago HUGH W. LONG AND COMPANY 


Los Angeles 
San Francisco Incorporated 





Westminster at Parker, Elizabeth 3, New Jersey 


. Certificates of Participation in 
INVESTMENT FUNDS 
investing their capital 
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(Series $1-S2-S3-S4) 


Prospectus from your local investment dealer or 


The Keystone Company of Boston 
50 Congress Street, Boston 9, Mass. 
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CONFERENCE 


(Continued from page 623) 






There are three types of farm ten- 
ancies: (1) All land rented on a cash 
basis; (2) Division of crops and cash 
rental on the pasture, hayland and build- 
ings; (3) A livestock share lease in 
which the owner contributes the land, 
the permanent buildings, one-half the 
investment in livestock, crops and ex- 
penses necessary to carrying on a live- 
stock operation. The tenant furnishes 
the machinery, labor, and the other half 
of the divided expenses. In the Midwest 
the grain share lease is the most com- 
mon. The owner shares in one half of 
the crop whether it is good or poor. He 
always shares in the crops that are there 
under his plan, and there is no over- 
charging or undercharging in any year. 

Farm Manager’s services can be paid 
for by salary, profit-sharing or both. In 
Mr. Robinson’s opinion, profit sharing 
is the most important, since the best re- 
turns follow when the man in charge 
is given an interest in the profits, but 
this method is still in its infancy and 
might be difficult for trust companies. 

The task of the Farm Manager in 
guiding the farmer, whether owner or 
tenant, in such things as crop rotation, 
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soil conservation, timber management, 
and careful accounting was explained 
by Mr. Robinson. Marketing problems 
also come within the range of the man- 
agers’ activities as well as the selection 
and care of farm machinery. The man- 
ager further should be interested in his 
tenant, in capital requirements and labor 
income, and in general with the rela- 
tionship between landlord and tenant. 
The successful farm manager should 
keep his principal informed by furnish- 
ing him with progress reports including 
the number of tillable acres, adequacy 
of the water supply and the condition 
of fences and draining. The report 
would also cover soils, buildings, the 
crop rotation plan, income possibilities. 
crop estimates from time to time, and 
any recommendations for improvements. 
The actual examination of any farm 
acquired for administration by a trust 
department is best made at two or three 
widely separated times, Mr. Robinson 
advised. The first trip can be taken with 
the owner or agent, but subsequent trips 
are best taken unaccompanied. Books 
and records should be examined for 
valuable information of past perform- 


ance, and a detailed written report 
should be made including climate, 
neighbors, isolation, crop-producing 


power, drawbacks, and generally the 
farm’s good points. Gross income less 
all operational expenses should be com- 
parable to interest on money invested. 

The placing of agriculture on a sci- 
entific basis has elevated it to the status 
of a profession, Mr. Robinson said, and 
the farmer has a right to the benefits of 





the knowledge and other factors which 
make for more efficiency, greater pro. 
duction, and less waste of natural re. 
sources and of his own efforts. More. 
over, the outlook is good on the de. 
mand side, he concluded, with both do. 
mestic and foreign demand for major 
farm products expected to be more than 
adequate to absorb 1952 production. 


Unmeasurable Losses 


Staff turnover is setting new records 
and creating multiple operating prob. 
lems which can be met only by an ade- 
quate training program, the conference 
was told by William B. Hall, vice presi- 
dent, The Detroit Bank. Bank manage. 
ment must recognize that older employ. 
ees cannot carry increasing work loads 
indefinitely and new employees need to 
be trained in faster time. 

The training program should be based 
on an analysis of training needs, on the 
determination of the areas where the 
greatest problems exist. and on _ the 
methods by which a program can be 
initiated and carried through, Mr. Hall 
said. Those who instruct should be 
chosen for their qualities as teachers 
and should use the best techniques, such 
as the Job Instruction and Job Methods 
courses developed during the war. 
Proper orientation should be given, and 
the program, whether it includes a 
formal school or is entirely on-the-job, 
should be followed to make certain the 
employee is really trained—not simply 
assigned to the unpleasant chores. 

Moreover, the present staff can be 
made more flexible by qualifying for 
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other and more responsible work as- 
signments, and the management group, 
chosen for leadership qualifications, 
must also know and use sound princi- 
ples. Poor supervision will increase turn- 
over, the speaker pointed out. 

Among the hazards of the banking 
and trust business which a training 
program seeks to minimize, some are 
measurable, Mr. Hall explained, and 
others not. The first group include such 
matters as cash shortages, bad checks, 
embezzlement and poor credit. The bank 
provides maximum protection to de- 
positors against such losses, and eventu- 
ally knows in each instance the amount 
of the loss in dollars and cents. The 
second type of loss is that which de- 
velops out of a poorly managed custom- 
er contact, and this type cannot be sub- 
jected to exact measurement. 

Citing the four-way customer con- 
tacts,—records, telephone, letters and 
face-to-face conversation—Mr. Hall in 
each case explained how the accuracy 
and courtesy of the employee was es- 
sential to retaining and increasing cus- 
tomer good will, and how proper meth- 
ods of approach to a customer could be 
taught in a training program. An em- 
ployee would learn to visualize a record 
as a person; to answer the phone polite- 
ly and efficiently even if the call came 
at a bad time; to prepare a letter so 
that it would give a good impression of 
the writer, the typist and the institu- 
tion; and to speak to a customer by 
name, and with a readiness to listen. 

Every mistake in these four areas of 
the “unmeasurable” losses increases 


costs and decreases income, Mr. Hall 
said. Costs go up because someone, usu- 
ally a higher salaried employee, has to 
apologize to the customer, and time 
must be spent correcting the mistake. 
Income is decreased because, in spite of 
the apology, the customer will remem- 
ber the mistake, talk about it, and thus 
divert business from the bank. 


To Sell or Not to Sell 


A proven philosophy of trust new 
business solicitation was spelled out by 
Earl S. MacNeill, vice president of Irv- 
ing Trust Co., New York, and chairman 
of the Trust Division’s Committee on 
Trust Information. Advocating a pro- 
fessional type of selling, whereby the 
public would come to the trust company 
rather than the converse, Mr. MacNeill 
asserted that such an approach would 
produce the better and more permanent 
sales as well as the greatest volume of 
business at less long term cost. His 
paper is reprinted at length in this issue 
(see page 665). 


Charitable Gifts 


In presenting a comprehensive out- 
line of the validity, limitations and tax 
status of charitable gifts and trusts, 
Harold S. Shefelman, Seattle attorney, 
made two major suggestions. First, trust- 
men and lawyers should bring to the 
attention of their customers and clients 
the need for charitable giving. Second, 
tax laws should be amended to liberal- 
ize still further the limitation on deduc- 
tion of charitable donations for income 
tax purposes. Mr. Shefelman’s remarks 
are extended at page 654. 
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Balancing Investment Risk 


Because “another very trying period 
is not far away,” Fred H. Merrill, vice 
president of the Fireman’s Fund Insur- 
ance Co. of San Francisco, told the audi- 
ence that his own current investment 
policy “would be distinctly balanced on 
the conservative side.” Changed eco- 
nomic conditions in recent years have 
forced the trustee to become an invol- 
untary speculator and, while this in it- 
self is not necessarily bad, he cautioned 
against assumption of risks not com- 
mensurate with the specific needs of the 
account. Trustees, he urged, must al- 
ways keep the meaning of the word 
“prudence” in mind in making decisions 
for each trust. 

Mr. Merrill advocated a policy of “no 
compromise with quality” in the invest- 
ment of the backlog or fixed income 
portion of each account, with common 
stocks selected to the extent necessary 
for income or long term gain. No se- 
curity should ever be included which 
does not qualify as a long term holding. 
In touching upon formula plans, Mr. 
Merrill indicated a preference for bal- 
ance risk investing, the former alterna- 
tive being, “too easy a way out and 
allowing too little room for the exercise 
of judgment or analysis.” 
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The factors behind Mr. Merrill’s sug- 
gested shifting of risks toward the con- 
servative side are: 

greatly increased U. S. and world produc- 
tive capacity means U. S. can produce far 
more goods than we can consume. 
manufacturers’ inventories at highest level 
plus excess capacity have already brought 
signs of a weakening price structure. Rigid 
labor costs, lower profit margins and les- 
sened corporate liquidity may bring strains 
which could reduce investment opportuni- 
ties. 

political policies, among them rearmament, 
which weaken the economic structure do 
not make for attractive investment oppor- 
tunities. 

the near term possibility of a relatively 
sharp decline in the rate of family forma- 
tion should be considered. 

increasing competition of foreign goods 
may threaten our markets. 

we are again in a “new era” period psycho- 
logically where there can be no depres- 
sions; the new generation does not know 
and some of their elders have forgotten 
the lessons of past excesses. 


A Lawyer’s Hints 


Two major suggestions for facilitat- 
ing the administration and increasing 
the volume of trust business were offered 
by De Witt Williams, immediate past 
president of the Seattle Bar Association. 
The first is the adoption of a trust code 
setting forth fiduciary powers which 
would be deemed incorporated in a trust 
instrument unless otherwise indicated. 
The second is the implementation of the 
National Conference Group’s Statement 
of Policies on relations between attor- 
neys and trust institutions, by agree- 
ments or declarations at the state and 
local level. These themes are developed 
at page 624. 

Lumber Industry 


C. H. Kreienbaum, vice chairman of 
the Simpson Logging Co., San Francis- 
co, brought an affirmative answer to the 
topic “Can I Safely Invest in the Timber 
and Forest Products Industry?” After a 
comprehensive outline of the wasteful 
methods of lumbering’s early days, he 
traced the development of modern for- 
estry and conservation programs de- 
signed to assure an eventual balance be- 
tween use and growth of our timber re- 
sources, 

He expressed the opinion that, given 
diversification of material and products, 
together with sound finances and cap- 
able management, companies in the 
wood products industry can be as sound 
an investment as in any other industrial 
group. Mr. Kreienbaum stressed the im- 
portance of limiting investments to the 
larger well-established operations with 
timber and land holdings acquired at 
reasonable levels some years ago. 
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Pennsylvania Bankers Publish 
Textbook 


Designed for use in the schools, and 
written by George L. Leffler, professor 
of Finance at the State College, “Your 
Bank,” published by the Pennsylvania 
Bankers Association, aims to teach any- 
one how to “do business with a bank in 
an efficient and businesslike manner.” 
Besides its school use the book provides 
a text for indoctrination of new em- 
ployees and may be used as a gift for 
bank customers. 


The 96-page volume includes a state- 
ment of the similarities and differences 
between trust companies and banks, ex- 
amples of trust funds, and two short 
chapters on “Your safe deposit box” and 
“What the trust department does.” The 
reasons for using a safe deposit box 
and the protections afforded the custom- 
er are set forth in the former and the 
latter briefly explains the various trust 
services and states the advantages of 
trust departments. 


The book does not contain a glossary, 
but its definitions and explanations are 
concise and clear and have the added 
benefit of cartoon illustrations. 


Estate Planning Fellowship 
Created 


Creation of a Research Fellowship in 
estate planning at the School of Law of 
the University of Oklahoma, by the 
Trust Department of the Liberty Na- 
tional Bank and Trust Co. of Oklahoma 





City was announced recently by Frank 
A. Sewell, president of the bank (shown 
at left in accompanying photo with Dean 
Earl Sneed, Jr.). The Fellowship, in the 
amount of $500, will go to a senior law 
student selected by the faculty on the 
basis of academic achievement and abil- 
ity to do scholarly legal writing and 
who will undertake special research in 
the field of estate planning. 


Kenneth N. Sloan, assistant trust of- 
ficer and a former graduate of the Law 
School, who was instrumental in lay- 
ing the ground work for this Fellowship, 
stated that to determine student interest 
a set of law books was offered to the 
senior student doing the best work in 
the Estate Planning course during the 
Spring of 1952. This award was won by 
Donald Hugh Murphy of Calumet, Ok- 
lahoma for his scholastic standing in 
this course. The enthusiasm among the 
students was so great that the Fellowship 
was established. 
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What Is Charitable 2 


LEGAL AND TAX LIMITS OF TRUSTS AND GIFTS 


HAROLD S. SHEFELMAN 


Weter, Roberts & Shefelman, Seattle, Wash. 


NE OF THE BEST DEFINITIONS of the 
QO word “charitable” is given in the 
Restatement of Trusts, Section 368: “A 
purpose is charitable if its accomplish- 
ment is of such social interest to the 
community as to justify permitting the 
property to be devoted to the purpose 
in perpetuity.” Since this definition is 
necessarily very general, it may be well 
to examine some specific cases. 


A trust is not charitable if the per- 
sons to benefit are of such a narrow or 
indefinite class that the community is 
not interested in the performance of the 
trust. But it has been held on occasion 
that a requirement that preference is 
to be given to descendants of certain 
persons will not render the trust non- 
charitable.' 


A trust for the general purposes of a 
noncharitable organization is, of course, 
a noncharitable trust, but a trust for the 
relief of poor members of such an or- 
ganization would be charitable.* Thus, 
a gift to a business corporation would 
be noncharitable, but a bequest to the 
pension fund of a corporation would be 
charitable.* 


One exception to the rule against 
limiting to a narrow class is found in 
trusts which have the effect of also bene- 
fiting the community and not merely 
the recipients, as in the case of a trust 
for the benefit of a minister for the time 
being of a particular church.* 


Publication of writings is usually con- 
sidered as a furtherance of education 
and therefore charitable, unless there 
is advocacy of crime or immorality, 
even though the writings are unpopular 
and the views are regarded as incorrect 
and lamentable by the court.® Propaga- 


From address before Western Regional Trust 
Conference, August 15, 1952. 

1Jn re Butler, 137 N. J. Eq. 48, 42 A. 2d 857 
(Prerog. Ct. 1945). 

*Restatement of Trusts § 375, comment c. 

8Estate of Tarrant, — Cal. —, 237 P. 2d 505 
(1951). 

*Restatement of Trusts §375, comment c. 

5George v. Braddock, 45 N.J. Eq. 757, 18 Atl. 881 
(1889). 
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tion of religious ideas is similarly re- 
garded,® but the promotion of atheism 
has in the past been not so regarded,’ 
But at least one commentator thinks it 
likely that a modern case might give 
free rein to the atheists in this field.® 


Where the settlor enters into spiritual- 
ism and related subjects there is more 
likely to be restriction.? But some jur- 
isdictions have held to the contrary, as 
in the case of a trust for the furtherance 
of metaphysics’? or for the distribution 
of books on spiritualism." 


Political changes may be espoused in 
most states, even though they involve 
an attempt to secure radical changes in 
government, so long as overthrow by 
violence is not proposed.'* Other pur- 
poses generally considered charitable 
are the prevention of cruelty to ani- 
mals,!* and promotion of games and 
sports.1* 

Trusts for the commemoration, main- 
tenance, or preservation of particular 
events or objects will be held charitable 
or not depending upon the importance 
of the event or object to the commun- 


ity.!° 


Definiteness of Purpose and 
Beneficiary 


The charitable purposes must be 
clear. Difficulty arises when a testator 
uses a word such as “benevolent” or 
“beneficial” instead of, or in addition 


®Glover v. Baker, 76 N.H. 393, 83 Atl. 916 
(1912). 

iZeisweiss v. James, 63 Pa. 465 (1870). 

812 A.L.R. 2d 849 (1950). 

*Korsstrom v. Barnes, 167 Fed. 216 (C.C.W.D. 
Wash. 1909). And see Matter of Carpenter, 163 
Misc. 474, 297 N.Y. Supp. 649 (1937). 

10Vineland Trust Co. v. Westendorf, 86 N.J. Eq. 
343, 98 Atl. 314 (1916), aff’d 87 N.J. Eq. 675, 103 
Atl. 1054. 

llJones v. Watford, 62 N.J. Eq. 339, 50 Atl. 180 
(1901), mod. on another point, 64 N.J. Eq. 785, 
53 Atl. 397. 

2Taylor v. Hoag, 273 Pa. 194, 116 Atl. 826 
(1922); contra, Bowditch v. Atty. Gen., 241 Mass. 
168, 134 N.E. 796 (1922). 

18Old Colony Trust Co. v. Welch, 25 F. Supp. 45 
(D.C. Mass. 1938). 

“More Game Birds in America, Inc. v. Boettger, 
125 N.J. Law 97, 14 A. 2d 778 (1940). 

UbEstate of Butin, 81 Cal. App. 2d 76, 183 P. 2d 
304 (1947). 


to, the word “charitable.”!® The favor. 
able result would appear to be the more 
desirable one, since the testator’s intent 
should be preserved if possible. Even 
if “benevolent” or “beneficial” technic. 
ally means more than “charitable” it 
would appear that the general purpose 
is clear enough and the court should 
prevent a diversion from the purpose. 


Where the grantor fails to select a 
beneficiary but leaves the choice to the 
trustee, the trust will normally not fail 
for lack of certainty.17 The California 
District Court of Appeals not long ago 
held to the contrary and the decision 
was criticized by Mr. Walter L. Nossa- 
man.'*® The decision was subsequently 
reversed by the California Supreme 
Court and the trust held valid.’® 


If the trust instrument does not en- 
power the trustee to select the benef- 
ciaries, the beneficiaries must be identi- 
fied with reasonable certainty to avoid 
a failure of the trust for indefiniteness.” 
If the testator fails to use the correct 
name of the charitable organization in- 
tended, but the identity is clear, the 
gift will not fail.*? 


If the object of a charitable trust is 
lawful and sufficiently definite to enable 
the court to execute it, the trust will 
normally not be permitted to fail for 
want of a trustee.2* The court will ap- 
point one. If the will plainly shows an 
.ntent to confer the power and discretion 
as to the application of the trust funds 
upon a particular person as trustee, the 
exercise of such discretion cannot be 
transferred to another person.”* 


16Jn re Hayward’s Estate, 65 Ariz. 228, 178 P. 
2d 547 (1947); In re Johnson’s Estate, 100 Or. 142, 
196 Pac. 385 (1921); contra, Smith v. U. S. Nat. 
Bank, 120 Colo. 167, 207 P. 2d 1194 (1949). 


17Boyd v. Frost Nat. Bank, 145 Tex. 206, 196 
S.W. 2d 497 (1946). 


18See 88 TRUSTS AND ESTATES 127 (1949). 


"Estate of Bunn, 33 Cal. 2d 897, 206 P. 2d 635 
(1949). 


20See Beardsley v. Bridyeport, 53 Conn. 489, 3 
Atl. 557 (1885). 


21Speer v. Colbert, 200 U.S. 130 (1906). 
22Russell v. Allen, 107 U.S. 163 (1883). 


Hadley v. Forsee, 203 Mo. 418, 101 S.W. 59 
(1907). 
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Cy Pres Doctrine charitable trust exempt from inheritance 


taxation.7® 


on hand to build a home for the aged. 
The court found this unreasonable. 


Under the 1950 Revenue Act.** trusts 
and exempt foundations are taxed if 
the accumulations are unreasonable or 
are to be held for an unreasonable 
period of time, or if the funds are used 
for other purposes to any substantial 
degree, or if the funds are invested so 
as to entail risk that they will be lost. 


A good statement of the doctrine of 
cy pres is found in Restatement of 
Trusts, Section 399: 


“If property is given in trust to be ap- 
plied to a particular charitable purpose, 
and it is or becomes impossible or im- 
practicable or illegal to carry out the par- 
ticular purpose, and if the settlor mani- 
fested a more general intention to devote 
the property to charitable purposes, the 
trust will not fail but the court will direct 
the application of the property to some 
charitable purpose which falls within the 
general charitable intention of the settlor.” 


Perpetuities and Accumulations 


It is commonly stated that the Rule 
against Perpetuities is not applicable to 
charitable trusts. However, a direction 
that the income be accumulated and not 
distributed may cause the trust to be 
found wholly or partly noncharitable, 
and if it extends past the period of the 
rule against perpetuities it may fail.*® Corporate Charitable Giving 

Many states have lately enacted stat- 
utes authorizing charitable contribu- 
tions by business corporations so that 














Where there is no question as to the 
charitable nature of the trust, there are 
Where the intent is narrow or ex- 















donor or his successors.** In one case, 






testator should be upheld if possible, 
but it in fact defeated the intent by its 
decision. It could readily have arrived 
at a contrary conclusion by declaring 
that there was a vested remainder. 








Typical applications of cy pres are 
found in the footnote.?* Some states de- 
cline to follow the doctrine of cy pres.** 
By using a device similar to cy pres, 
although not so denominating it, a 
charitable trust has been in fact created 
by the court to effectuate the testator’s 
intent. One testator made an outright 
devise to a foundation which was not 
strictly charitable. The court found that 
the testator had a charitable purpose in 
mind and construed the devise as a 






















4State Bank & Trust Co. v. VanDyke, 311 Ky. 
202, 223, S.W. 2d 750 (1949). 


=Horton v. Board of Education, 32 Wn. (2d) 99 
at 112, 201 P. 2d 163 (1948). 


*Stead v. American Security & Trust Co., 84 
App. D.C. 358, 173 F. 2d 650 (1949); Town of 
Brookline v. Barnes, 324 Mass. 632, 87 N.E. 2d 843 
(1949); Society of California Pioneers v. McElroy, 
63 Cal. App. 2d 332, 146 P. 2d 962 (1944); Ken- 
sington Hospital for Women, 358 Pa. 458, 58 A. 
2d 154 (1948). 


“In re Hayward’s Estate, 65 Ariz. 228, 178 P. 
2d 547 (1947). 




















clusive, as where the donor was inter- 
ested only in a particular church, the 
courts hesitate to alter the trust and feel 
compelled to return the property to the 


the court asserted that the intent of the 


Cir. 1910). 





still two problems to be considered with 
respect to accumulations. First, did the 
donor intend the gift to vest at once, 
with the accumulations being merely 
postponement of its benefits? It is com- 
monly held that an accumulation pro- 
vision is merely a direction for admin- 
istering the trust,®° but clear language 
indicating that the accumulation is to 
be a condition precedent, as in the case 
where the fund was to be accumulated 
until it equaled the state debt and then 
used to pay off that debt, will cause the 
court to hold that the gift does not vest 
during the period of accumulation.* 
Secondly, if the gift is held not vested, 
is the rule against perpetuities violated ? 
If it is, the gift will be void.*° 

Aside from the rule against perpetui- 
ties, the accumulation provision may be 
found invalid if the court considers the 
time or the amount to be unreasonable. 
In one case** $200 was left to accumu- 
late until a sufficient amount would be 


28In re Quinlan’s Estate, 233 Minn. 35, 45 N.W. 
2d 807 (1951). 

2Eaton, Charitable Foundations, Tax Avoidance 
and Business Expediency, 35 Va. L. Rev. 809, 820 
(1949); Porter v. Bayard, 158 Fla. 294, 28 So. 2d 
890 (1946), cert. denied sub nom. Union Trust Co. 
v. Genau, 330 U.S. 844 (1946); contra, Allaun v. 
First & Merchants Nat. Bank, 190 Va. 104, 56 S.E. 
2d 83 (1949). 

80Reasoner v. Herman, 191 Ind. 642, 134 N.E. 276 
(1922). 


31Girard Trust Co. v. Russell, 179 Fed. 446 (3rd 
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twenty-nine states have now enacted 
such statutes. In fact, corporations make 
gifts, using the word in a liberal sense, 
even in states in which there are not 
such statutes. The tax policies of the 
Federal Government encourage them. 


A business gift or contribution by a 
corporation will ordinarily be deemed 
to fall outside state law restrictions 
against charitable gifts if it is related 
to its employees, its goods and property, 
or its customers.*° 


*Tbid. 


Green v. Parker, 92 N.H. 419, 32 A. 2d 316 
(1948). 


*].R.C. Sec. 162(g) (4) and 3814. 


*%Cousens, How Far Corporations May Contrib- 
ute to Charity, 35 Va. L. Rev. 401 (1949). 
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Corporations are limited to a deduc- 
tion of 5 per cent of net income for 
charitable contributions, but many 
things may be deducted as ordinary and 
necessary business expense. However, 
the line of demarcation between contri- 
butions and business expense is often 
rather vague. For example, the Tax 
Court recently held that an employees’ 
benefit trust which was established for 
the purpose of extending financial aid 
to needy employees and their families 
in cases of sickness, injury or other 
disability was charitable and, therefore, 
subject to the 5 per cent limitation.** 


Section 101(6) exempts charitable 
corporations and funds from the corpo- 
rate income tax. This exemption in turn 
affects the contributors since if the 
donee organization is tax exempt both 
individuals and corporations can _ usu- 
ally deduct their contributions to it, and 
if it is not exempt contributions are 
usually not deductible; but, although 
these statements are generally true, they 
are not necessarily so. For example, a 
dictum in T. J. Moss Tie Co.** points 
out that “the fact that an organization 





qualifies as exempt from tax under... 
#T. J. Moss Tie Co., 18 T.C. — (1952), CCH 
Dec. 18, 945. 


#18 T.C. — (1952), CCH Dec. 18, 945. 








Section 101 does not per se make the 
contributions to such organizations de- 
ductible.” 

Section 3813, added by the 1950 
Revenue Act, denies exempt status to 
charitable organizations which engage 
in transactions which are likely to result 
in some special benefit to a donor or a 
member of his family. In addition to 
declaring that organizations engaged in 
such transactions shall lose their exempt 
status, the section provides that contri- 
butions to such organizations shall not 
be deductible for income, estate, and 
gift tax purposes. 

Section 162(a) permits trusts to de- 
duct charitable contributions in full. 
Section 162(g) (2) lists the prohibited 
transactions just cited as applying to 
trusts also and where such prohibited 
transactions are entered into the trust 
deductions for income tax purposes are 
limited to 15 per cent of its net income. 


Limitations on Charitable Bequests 


A minority of states have Mortmain 
statutes which are intended as deterrents 
to charitable bequests by individuals be- 
yond the point deemed reasonable for 
the protection of relatives of the classes 
named. In some states statutes limit the 
proportion of a testator’s estate which 
can be bequeathed for charitable pur- 
poses, the permissible maximum varying 
in different states from one-fourth to 
one-half of the testator’s estate. In some 
states statutes provide that no devise 
or bequest for a charitable purpose shall 
be valid where the will was executed 
within a certain time prior to the death 
of the testator, the period varying in 
different states from thirty days to one 
year. In most states these provisions are 
effective only if there are kindred sur- 
viving within certain classes. 

Under some of the statutes a devise 
in violation of the statute is void, in 
others only voidable.** A fine loophole 
for testators has been evolved in Cali- 





fornia where the courts hold that the 
heirs have no standing to object to 
charitable bequests in excess of the 
statutory one-third or within the thirty. 
day period when the residuary estate js 
left to a stranger.** Even where there 
are several residuary legatees whose 
shares are diminished because of the 
bequest to charity and only one is an 
heir entitled to object, his objection 
does not avail the others even though 
more than one-third of the estate still 
goes to charity.*® 

A bequest of a greater proportion 
than that permitted by state law which 
is not voided is deductible for Federal 
estate tax purposes.®® On the other hand, 
if a bequest is void under state law 
because it was made within the thirty. 
day time limit, it is not deductible, even 
in a case where the heirs release the 
property to the charities.*° 


Tax Exemption 


The states normally further charitable 
purposes by granting the institutions ex. 
emption from various state taxes. How. 
ever, benefits may be limited to local 
charities.*! 


The Federal Internal Revenue Code 
now permits individuals to deduct up to 
twenty per cent of their adjusted gross 
income for “charitable” contributions. 
There is a little known, and probably 
not often used, exception to the 20 per 
cent limit which allows unlimited de. 
duction where more than 90 per cent of 
the taxpayer’s income has been contribu- 
ted or paid out in income taxes for the 
previous ten years (Section 20). Some 

%®Cf. Note, Standing to Contest Wills Violating 
Charitable Bequest Statutes, 50 Col. L. Rev. % 
(1950). 

Estate of Leymel, 103 Cal. App. 2d 778, 230 P. 
2d 48 (1951). 

Estate of Davison, 96 Cal. App. 2d 263, 215 P. 
2d 504 (1950). 

%*Estate of M. H. Varick, 10 T.C. 318 (1948). 

4°F state of V. Janson, 3 B.T.A. 296 (1926). 


41In re Robinson’s Estate, 138 Neb. 101, 292 
N.W. 48 (1940), and see Eaton, note 29 at 987. 
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persons who give less than 20 per cent 
arrange to make their contributions in 
alternate years, itemizing their deduc- 
tions then, and taking the standard de- 
ductions every other year.** 

Where an aset has greatly appreciated 
in value, the taxpayer gets a deduction 
for the full market value of the property 
contributed and if he is in a high 
bracket he may save*more money in tax 
reduction than he would make if he 
sold the property, paid the capital gains 
tax, and pocketed the difference. 

Additional incentives to the individual 
giver are found in the estate tax and the 
gift tax which, for some reason, do not 
jibe with each other in selecting the 
classes to be favored. The gift tax re- 
quires the donee to be organized and 
operated exclusively for charitable, etc., 
purposes,*° while the estate tax in the 
case of trusts merely requires the money 
to be used for those purposes.*® 


There may be interests in the trust 
estate other than those of the charitable 
beneficiary; for example, there may be 
a life tenant with power to invade the 
corpus. To ascertain whether the re- 
mainder is exempt from the estate tax, 
the courts consider as of the date of 
death of the testator whether the power 
to invade is measurable by a definite 
standard, such as “to suitably maintain 
in her accustomed manner” and _ the 
likelihood that invasion will not take 
place. In determining the possibility of 
invasion, most courts allow the taking 
of the beneficiary’s separate property 
into consideration also.*7 On the other 
hand, a mandate to the trustee to act 
“with liberality” or to concern itself 
with the beneficiary’s “happiness” or 
“pleasure” does not provide a sufficient 
standard and prevents deduction.*8 











“Lasser, How Tax Laws Make Giving to Charity 
Easy 86 (1948). 

*T.R.C. Sec. 1004(a) (2). 

T.R.C. Sec. 812(d). 
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In the case of a foundation, the ex- 
istence of a life tenant or persons to 
whom regular annuities are payable may 
cause the organization to lose its exempt 
status. However, if the organization’s 
expenditures for the private purposes 
are small in comparison with the chari- 
table expenditures, it is likely to retain 
its exemption.*® The denial of exemp- 
tion because of expenditures for private 
purposes also includes unreasonable 
compensation paid to the employees for 
services rendered.*® 


The Federal tax statutes use the word 
“exclusively” in connection with allow- 
ing deductions and exemptions for chari- 
ties. But “exclusively” for charitable 
purposes has been interpreted to mean 
not “solely” but merely “primarly” or 
“predominately.”1 


Encourage Giving 


Trust officers and lawyers owe a duty 
to every person whom they advise in 
the making of wills and testamentary 
trusts to bring to his attention the need 
for charitable giving, his own obligation 
to the community in which he has lived 
and accumulated his estate, and the 
effect upon his family’s place in the 
community of his failure to observe 
this obligation. 


Our tax laws should be liberalized to 
permit greater tax exemption for chari- 
table giving. The 15 per cent limitation 
in tax rates for private individuals’ 


“Cf. Spang, The Uncharitable Disallowance of 
Charitable Remainders, 29 Taxes 61 (1951); see 
Lincoln Rochester Trust Co. v. Comm., 181 F. 2d 
424 (2d Cir. 1950). 

4*8SMerchants Nat. Bank. v. Comm., 320 U.S. 256 
(1948). 

49Emerit E. Baker, Inc., 40 B.T.A. 555 (1939); 
but see Davenport Foundation, 6 T.C.M. 1335, aff’d 
170 F. 2d 70 (9th Cir. 1948). 

50Northern [Illinois College of Optometry, 2 
T.C.M. 664 (1943). 

Ross, A Primer on Charitable Foundations and 
the Estate Tax, 27 Taxes 116, 120 (1949). 

52F, Emerson Andrews’ “Philanthropic Giving,” 
published by Russell Sage Foundation, is recom- 
mended reading. 
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donations (recently changed to 20 per 
cent) and the 5 per cent limitation upon 
corporate donations were labeled “an 
anachronism and long obsolete” by 
President Wriston of Brown at a meet- 
ing of the Association of American Uni- 
versities of which he was then the Presi- 
dent. We hope that the recent change 
in the law referred to is indicative of 
an appreciation of the need for liberal- 
ization on the part of our law makers. 
All of us can help bring home to them 
the pressing need for further changes in 
our tax laws which will encourage pri- 
vate giving.°” 
A A A 
Course Analyzes Estate 
Problems 


Important aspects of estate practice 
will be analyzed in a program on Cur- 
rent Problems in Wills and Estates, a 
series of 12 weekly lectures sponsored 
by the Practising Law Institute of New 
York. Designed for lawyers active in 
estate work, the program considers prob- 
lems of draftsmanship, taxes, the func- 
tions of executors and trustees, insur- 
ance settlements and probate procedure. 

Other courses in the fall program are 
Investments, Current Problems in Fed- 
eral Taxation, Fundamentals of Federal 
Taxation, and Bankruptcy. 


Jeman 
GALLERIES 


160 East S6thSt.NX22 


CENTRALLY LOCATED IN 
THE ANTIQUE DISTRICT. 


Specializing in the sale ef 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Entire Estate Furnishings 
or Residuary Effects 
















































At the Galleries or in the home. 


We are equipped to handle sales 
of any scope in our spacious 


MAIN and SECONDARY GALLERIES 


OUR REPUTATION FOR PROMPT 
AND ACCURATE ACCOUNTING 
can be vouched for by the numerous 
Banks, Trust Companies, Law Firms 
and Individuals for whom we have 
produced satisfactory results. 













Consultations involve no obligations. 


WILLIAM J. COLEMAN 
GEORGE J. ROEDIG 
RICHARD ELLETT 


Auctioneers and Appraisers 








SYSTEMS AND MECHANIZATION 


FACTORS IN DETERMINING APPLICATION AND VALUE 


L. S. SEVERANCE 


Assistant Trust Officer, The United States National Bank of Portland, Oregon 


YSTEM AND MECHANIZATION should 

help a trust department to meet its 
duty of accountability and responsibil- 
ity. We own nothing: we are administer- 
ing funds of others, and we are charged 
with the tremendous duty of accounting 
for all changes of the original assets, 
and the responsibility thereof may carry 
on for generations. 


A System for the Trust Business re- 
quires study, planning, organization 
and follow through to see that estab- 
lished procedures are followed. However. 
it must be remembered that a Trust 
system must be flexible, for every ac- 
count is different, and the people with 
whom we are dealing differ, and the 
administration of each Trust account is 
a separate problem. I am thoroughly 
convinced, “A Trust Department oper- 
ates on exceptions.” Therefore, be care- 
ful to avoid rigid instructions and pro- 
cedures. 


I will not presume to tell you what 
system or machines to use, but will en- 
deavor to point out some of the prob- 
lems, and ways of obtaining a sound, 
efficient, and profitable system and me- 
chanical syncronization. 


1. The most important is PERSONNEL. 
Systems and machines will not operate 
without personnel, and are no better 
than the person supervising, doing the 
job or operating the machine. 


2. A TRAINING ProcraM for both new 
and advanced personnel. The new per- 
son has no idea of what a Trust opera- 
tion is or does; the advanced personnel 
need an organized program to learn ad- 
ministration techniques, how to develop 
new business, and the policies of their 
bank or trust company. This is in addi- 
tion to A.I.B., Law or Accounting 
courses. Train your personnel in your 
system, how you operate and their part 
in the system as a whole. A well-trained 
personnel is the best insurance obtain- 
able for efficient operations, economies 
and increased profits, and against losses 


From address before 26th Regional Trust Con- 
ference, August 13, 1952. 
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and errors. Salaries constitute 55 per 
cent or more of Trust Department ex- 
penses. 

3. Space allocation and working ar- 
rangement are essential. What groups 
are to be located in a certain number 
of square feet of working area? How 
are the desks and machines to be ar- 
ranged for most efficient use of space 
and even flow of work, with the mini- 
mum of time a person must leave his 
desk or machine to consult the files, ob- 
tain information or instruction? The 
use of a plot board is a must in effect- 
ing proper utilization of space and 
working arrangements. 

4. ESTABLISHMENT OF A SYSTEM en- 
tails: 

(a) Setting up procedures for an 
even work flow. What is to be done, 
Who will do it, and how, to insure 
prompt and rapid completion of each 
job? 

(b) Issuance of procedure instruc- 
tions to the point of use, with samples 
of entries if required. Instructions on 
filing of the principal documents of an 
account are of no value to your machine 
operators. 


(c) Policing and follow through on 
procedures in effect. This is difficult and 
time consuming. The clerk may get 
away from the established procedure, or 
when instructing a new employee may 
not be a careful teacher, and word of 
mouth instructions may vary from or- 
iginal procedure, or the new member 
may place his own interpretation on the 
verbal instructions. Policing procedures 
is time consuming but in the long run 
time saving. 


(d) Analyzing and revising existing 
procedures. Every system or machine 
operation can be improved. Constant 
thinking of a better way to do the 
same work is required from every offi- 
cer and member of your staff. 


(e) Coordination of over-all activi- 
ties must be studied carefully. John 
Jones has an idea that will make the 


work on his desk easier. If adopted, 
will it cause someone else, or another 
section, a great deal more work than 
John Jones is saving for himself? 


(f) An organization chart is invalu- 
able in establishing a system. It pro. 
vides a picture of your present system 
and is an aid in planning for your ulti- 
mate goal. 

5. Forms. Each form should give 
the essential information, in proper 
order, to insure correct understanding 
by the customer or clerk who receives 
it, and must interpret the information 
contained, to establish records, disburse 
funds, purchase securities, etc. Forms 
are essential in operating a system. If 
a form is to go to customers it should 
be attractive, neat and prepared by 
printers, or duplicating machines. If 
strictly for internal use, a less expensive 
paper may be used, and a mimeograph 
or ditto machine. 

The form should be easy to prepare 
and to interpret so the customer or clerk 
will not have to make a decision as to 
the intent of the person who is passing 
on information. You may remember the 
story of the farmer’s hired man who 
was told to put the small potatoes in 
one pile, the large ones in another. At 
the end of two hours, the farmer found 
that John had sorted two potatoes into 
one pile and three into the other. Asked 
what was wrong, John said, “It’s these 
damn decisions that get me.” Therefore, 
eliminate the need of decisions on the 
part of the clerical staff if you want 
production. 

6. Wuy? is the most important and 
hardest question to answer. In estab- 
lishing a system, training personnel, and 
selecting machines it is necessary to 
obtain: 


THE FACTS AND THE REASONING BE- 
HIND THEM 


Wuat is done? 
Why is it done? 
WHERE is it done? 
Why is it done there? 
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WHEN is it done? 
Why is it done then? 
WHO does it? 
Why does this person do it? 
How is it done? 
Why is it done that way? 
ORGANIZE THE FACTS 
Eliminate 
Combine 
Change 


Sequence 
habeas Simplify 


Streamline your procedure. If you 
and your personnel can answer WHY?, 
regardless of the problem or question, 
your staff is well trained, your system 
eficient, your administration excellent, 
and you will accomplish miracles. 


Selecting Machines 


We are concerned in what machines 
are available today, to do our job, but 
we must also follow the developments 
of new machines. We can keep abreast 
of new developments in systems and 
machines by the following: 


a. Write the operating men of other 
banks and trust companies. 


b. Magazines and Technical publica- 
tions contain advertisements and _arti- 
cles on available new machines and 
those on the testing racks. You will also 
find time-saving gadgets. Some are prac- 
tical and some not, but with a new idea, 
perhaps you can make a change of de- 
sign and application that will assist you 
in solving some problem. 


c. Listen to salesmen and ask their 


suggestions for solving your problems. 

When mechanizing a job or changing 
machines, several points must be con- 
sidered: 


1. Approach 


a. A specially designed machine is the 
result of a job analysis to determine the 
best procedure. 

b. Standardization of machines or 
equipment that have flexibility for many 
jobs and uses in your department if 
the machine is replaced or has idle time. 

2. Adaptability of equipment 

a. By salesmen contacts. Sales repre- 
sentatives of the equipment you are con- 
sidering may give you ideas which 
change your plan or can be incorporated 
into the machine job for greater effici- 
ency. 

b. By decision to mechanize a job or 
department. What jobs are to be me- 
chanized? What will be the volume, 
kind of forms and final result to be ob- 
tained from machine operation? 

c. By considering recommendations 
of a friend, or another bank. Will the 
recommended machine fit into your pro- 
gram and produce the final result you 
are aiming for? 

d. By determining you have a lot of 
work that could be done better by a 
machine. A large volume of similar type 
work is an ideal machine application. 


3. Selection of a good machine 

a. The expected life of the method. 
If the job is frequently repeated, it is 
likely to deserve more effort or a greater 
investment than an annual operation or 
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a one-time proposition which should be 
handled through established service 
groups on a manual basis. 

b. The possibilities for combining 
several operations in one machine. The 
greater number of operations performed 
on one machine or in one sequence, the 
fewer times a piece of paper need be 
handled, reducing the elapsed time of 
a process, 

c. The capacity of the machine and 
volume of work to be done. A punched- 
card system could be installed to calcu- 
late the payroll of 100 people. It would 
calculate, post debits and credits, and 
write the payroll, including the pay- 
checks and vouchers and receipts. But 
the cost, to serve only one purpose, 
would be out of proportion. In a punch-~ 
ed-card system for a group of thousands 
of employees, definite economies are 
noticeable and the elapsed time for the 
job is shorter. 

d. Whether trained operators should 
be used and are available. Here we are 
inclined to put up with slight variations 
in the efficiency of different machines 
because of the operator’s personal pre- 
ference. 


e. The availability of maintenance 
and repair service, especially important 
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with electrically-driven appliances, which 
are useless when there is an electrical 
failure. 


f. Effect on other operations of the 
organization and on morale. If displace- 
ment of employees is involved, plan a 
program of transfers to handle major 
changes. Normal turnover does not offer 
a complete solution. 

g. The investigator will also check 
on simplicity and ease of operation; 
automatic features; speed; noise or ap- 
pearance; and finally, the price. How 
much will it save of salaries, of time, 
and cost per year of machine versus 
your present manual or machine 
method ? 


4. Need for replacement of machines 


a. A machine can always be repaired, 
rebuilt and will perform as efficiently 
as a new one; or 


b. Machines should be replaced when 
obsolete, or charged off by depreciation, 
or cost of repairs become high and the 
down time of the machine excessive. 


Somewhere between the two is a safe 
line on which a sound policy may be 
established. 

Study First 

Systems and Mechanization are of 
prime importance in efficient operations 
and increasing profits, but only if care- 
ful analysis of the job and savings to be 
effected can be shown, and not just 
because it seemed like a good idea. 
Study must be given as to necessary 
changes in procedure and the effect on 


your operating procedure as a whole. 
Will it save time and effort? Will it be 


more efficient be- 
cause it saves time 
and effort? Will it 
lead to reduced costs 
and increased pro- 
fits? There are still 
many _ operations 
that can be more 
economically __ per- 
formed with that 
simple little affair, 
the pencil. 


There is a car- 
toon which is a con- 
stant reminder, in 
developing systems 
and installing ma- 
chines, that the other 
fellow is the one 
who has to work 
with them. The em- 
ployees in a large 
office are standing 


at their desks with 
bowed heads, and 
the boss is saying, 
“Before starting 
work, let us pause the usual two min- 
utes in silent prayer, for strength to 
face the day’s new forms. procedures, 
and mechanization.” 


Keep your systems and machines so 
simple that there is no great difficulty 
in teaching them to totally inexperi- 
enced personnel. 


In developing systems and selecting 
equipment the individual charged with 
this responsibility must have an In- 
quiring Mind joined with a Constructive 
Mind. He must have imagination to see 
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Affiliated Banks in 
AUGUSTA, COLUMBUS, MACON, ROME AND SAVANNAH 


Member: Federal Deposit Insurance Corporation ® Federal Reserve System 


Ribbon cutting ceremony as escalators are placed in 
Des Moines National Bank, Des Moines, first installation in an 
Iowa bank. Cutting the ribbon, Louis Laird Kurtz, 5th generation 
depositor and a great-grandson of L. C. Kurtz, former president 
and director of bank. Distinguished guests following Kurtz up the 
escalator (left to right): M. L. 
Arthur T. Gormley, President, Des Moines Chamber of Commerce; 
John D. Adams, Secretary, Des Moines Chamber of Commerce; 
Luther L. Hill, President, Greater Des Moines Committee. Calvin 
W. Aurand, President, Clyde H. Doolittle, Senior Vice President 
and Harry G. Wilson, Vice President & Cashier from the Bank 
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Abrahamson, State Treasurer; 


look on. 


new and other applications of present 
methods and machines, to investigate 
and determine if it is not possible and 
practical to place work, now being done 
by other means, on the present machines, 
and to combine work assignments. The 
developments and improvement of sys- 
tems and machine applications are lim- 
ited only by the imagination and in- 
quisitiveness of the personnel in your 
department—the individual clerk, su- 
pervisor, and officers. The staff as a 
group and the individual must be mo- 
tivated and trained to THINK and Ask 
—Whuy? 


A A A 


Bank Staff Study 
Investments 


Forty-five staff members of National 
Bank of Miami attended lectures on the 
securities market given by Merrill Lynch, 
Pierce, Fenner & Beane. The course was 
designed to explain the economic func- 
tions of the securities market. Following 
a showing of the New York Stock Ex- 
change film “What Makes the U. S. 
Tick,” the subjects were: How to Read 
a Financial Report; How to Interpret a 
Financial Report and How to Compute 
a Ratio; Analysis of Specific Stock and 
Bond Issues; Taxes and What They 
Mean to the Investor; Function of the 
New York Stock Exchange; and finally 
an address by Charles B. Forbes. finan- 
cial editor of the Miami Daily News. 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


Arthur C. Wells elected vice president 
in the new business department. For- 
merly manager of investment depart- 
ment, which was discontinued in July. 


San Diego 
SAN DIEGO TRUST 
& SAVINGS BANK 


San Francisco R. R. Zellick promoted from trust 
ANGLO CALIFORNIA officer to vice president and trust of- 
NATIONAL BANK ficer. 


DISTRICT OF COLUMBIA 


Washington James S. Reid elected asst. trust offi- 
HAMILTON NATION- cer. A graduate of Cornell and of 
AL BANK George Washington University Law 

School, Mr. Reid was with Acacia 

Mutual Life Insurance Co. before joining the bank. 


FLORIDA 


F. T. Tinsley, Jr., and James J. Bettes 
appointed trust officers. Mr. Tinsley 
comes from the Florida Bank at Or- 
lando where he has been trust repre- 
sentative, while Bettes is a real estate broker and appraiser. 


Orlando 
CENTRAL TITLE 
& Trust Co. 


Edwin V. Mack elected trust officer 
effective October first. Formerly asso- 
ciate trust officer of American Trust 
Co., Charlotte, N. C., Mack is a grad- 
uate of Duke U. with an A.B. and an LL.B. degree. 


Sarasota 
SARASOTA BANK 
& Trust Co. 


GEORGIA 


Atlanta King Cleveland elected asst. trust of- 
CITIZENS & SouTH- ficer. 
ERN NAT’L BANK 


S. H. ROGERS 
Minneapolis 


C. S. CONNELL 
Chicago 


R.'R. ZELLICK 
San Francisco 


ILLINOIS 


Arthur C. Boeker, formerly vice pres- 
ident and trust officer, elected execu- 
tive vice president; William G. Mar- 
tin, vice president and comptroller; 
Ray Foster, cashier and asst. trust 
officer. Mr. Boeker will continue to be active in the trust 
department. 


Edwardsville 
EDWARDSVILLE 
NATIONAL BANK 
& Trust Co. 


Charles S. Connell elected asst. secre- 
tary. Graduate of Colgate and North- 
western Universities, and subsequent- 
ly partner in the law firm of Steb- 
bins, Pierce and Connell, Mr. Connell joined the trust new 


Chicago 
Harris Trust & 
Savincs BANK 
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business division of the bank in September 1951. He is a 
former director of Central Life Insurance Co. of Illinois and 
was a referee for National Railroad Adjustment Board. 
Robert Lindquist elected vice president and a director, as- 
suming direction of public relations and business develop- 
ment activities. Lindquist comes from LASALLE NATIONAL 
BANK, where he has served in a similar capacity as vice presi- 
dent. He has held the office of president of the Financial 
Public Relations Association and is presently chairman of 
the Public Relations Council of the American Bankers Asso- 
ciation. A graduate of U. of Michigan, the Graduate School 
of Banking at Rutgers and the School of Financial Public 
Relations at Northwestern, Lindquist is a lecturer at both 
schools and a member of the Board of Managers of the latter. 


- A ww 
CLARENCE H. SEAPLE JOSEPH H. DURHAM, JR. 
Louisville Louisville 


ROBERT LINDQUIST 


KENTUCKY 


Joseph H. Durham, Jr., and Charles 
H. Semple, Jr., appointed trust in- 
vestment officers. Durham has been 
associated with the investment bank- 
ing firm of Blyth & Company, New York, as Louisville sales 
representative, since 1946. For ten years prior to this he 
was with Lincoln Bank & Trust Co., Louisville. Semple 
joined Fidelity in 1936 as a messenger during summer vaca- 
tions, becoming assistant auditor in 1945. 


Louisville 
FIDELITY BANK 
& Trust Co. 


MASSACHUSETTS 

Asst. vice presidents Chenery Salmon 
and Harry W. Anderson have been 
given the added post of trust officer; 
Alfred D. Foster, elected trust officer; 
Paul E. Herrick named asst. trust officer. 


Boston 
MERCHANTS Na- 
TIONAL BANK 


MINNESOTA 


Duluth - Arthur M. Oventile (trust investment 
First & AMERICAN division) elected vice president; Ken- 
NATIONAL BANK neth W. Dennis, trust officer. 


The retirement of Clarence R. Chaney 
as vice chairman of the board became 
effective, and Samuel H. Rogers, vice 
president, was appointed as vice 
chairman of the trust committee and administrative officer 
of the trust department. Chaney started his Northwestern 
career in 1907 as a messenger, and has been general ad- 
ministrative officer of the trust department since 1940. He 
will continue to serve as director. Chaney is almost as well 
known as a painter, his water colors having been exhibited 
several times in Minneapolis, and in 1949 one of his works 
was selected for a New York showing. 


Minneapolis 
NORTHWESTERN 
NATIONAL BANK 
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Rogers was named head of the trust department’s invest- 
ment and research division in 1940 and has been in the trust 
department since 1932. He is a graduate of U. of Minnesota 
where he was managing editor of “The Gopher.” 

Arthur D. Parsons, past four years asst. vice president in 
charge of pension and profit-sharing section, appointed head 
of the department and will direct planning, sales and service 
operations of investors in behalf of corporations, institutions 
and other groups planning employee retirement, pension 
and profit-sharing plans. 





HERBERT J. STENGER 


ARTHUR D. PARSONS 


GEORGE H. NORTON, JR. 


Minneapolis Omaha Cincinnati 
NEBRASKA 
Omaha George H. Norton, Jr., appointed asst. 
OMAHA NATIONAL vice president in the estate and trust 
BANK department. Mr. Norton comes to the 


bank from the Bowman Dairy Co. of 
Chicago, where he was assistant to the director of the in- 
vestment portfolio for the Bowman Foundation. 


NEW HAMPSHIRE 


Manchester Ernest H. Sweet, Jr., formerly trust 


AMOSKEAR Na- officer with TORRINGTON (Conn.) 
TIONAL BANK BANK & TrRusT Co., made asst. cash- 
ier. 
NEw YorRK 


New York 
CiTy BANK FARM- 


Alfred H. Howell, named asst. vice 
president, was formerly asst. trust 


ERS TRUST Co. officer. 
OHIO 
Cincinnati H. J. Stenger named trust comptrol- 
CENTRAL ler. He was previously acting trust 
TRUST Co. comptroller, and joined the bank in 


1944 as security analyst in the invest- 
ment department. 


Two Join Trust Faculty at 
Wisconsin Banking School 


The eighth annual session of the 
School of Banking at the University of 
Wisconsin was held for the two weeks 


Department 








RICHARD J. WEIDERT HOWARD L. JOHNSON 
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ending September 6, with a capacity 
enrollment of 690 students. 


Richard J. Weidert, 
Mercantile Trust Company, St. Louis, 
was added to the faculty to lecture on 
Estate Planning in the Section on Trust 
Procedure and Practice, 
headed by Section Leader Emerson R. 
Lewis, vice president (retired) of The 
First National Bank of Chicago. 


Another new lecturer in this section 
was Howard L. Johnson, vice president 
and trust officer of the Security Na- 
tional Bank, Sioux City, Iowa. te 





PENNSYLVANIA 


Philadelphia George C. Robinson has resigned ag 
FIDELITY-PHIL- asst. vice president to become presj. 
ADELPHIA TRUST dent of Henry H. Otten Manufactur. 
Co. ing Co., manufacturers of bakers’ and 

confectioners’ supplies. With the Fide]. 
ity-Philadelphia for fifteen years, Mr. Robinson has long 
been active in the affairs of both the American Bankers As. 
sociation and the Pennsylvania Bankers Association, and js 
currently chairman of the Trust Operations Committees of 
both groups. 


TENNESSEE 
Nashville Harry E. Gray promoted to trust of. 
COMMERCE UNION ficer, Virginia Bickley appointed asst, 
BANK trust officer. 
TEXAS 
Dallas William Dewey Presley and William 
First NATIONAL W. Fair, Jr., elected asst. trust of. 
BANK ficers. Presley for the last ten years 


has been a special agent for the 
Federal Bureau of Investigation, and is a member of the 
Texas Society of C.P.A.’s. Mr. Fair, previous to joining 
First National, was vice president and co-owner of a firm 
engaged in the planning and supervision of construction 
projects. He is a 1935 graduate of the School of Law of 
Southern Methodist. 


Ralls 
SECURITY STATE 
BANK & Trust Co. 


J. Edd McLaughlin, formerly vice 
president and trust officer, elected 
president to succeed his father, the 
late W. E. McLaughlin. 


UTAH 


Salt Lake City 
TRACY-COLLINS 
TRUST Co. 


H. O. Voget, senior trust examiner 
for the Twelfth Federal Reserve Dis- 
trict for nearly 20 years, appointed 
trust officer and comptroller. A native 
of Germany, Mr. Voget was educated in the Philomath (Ore.) 
College, and subsequently joined the Oregon State Banking 
Department. When the Federal Reserve System in 1933 
inaugurated its trust division supervision, Mr. Voget was 
named examiner for the Twelfth District. 


VIRGINIA 
Richmond Louis Wood Bedell appointed asst. 
First & cashier in the new business and public 
MERCHANTS relations department. 


NATIONAL BANK 


San Francisco 


Dr. David L. Grove has joined the 
Bank of America, N.T.&S.A. as associ- 
ate economist at San Francisco in a 
further move to extend the bank’s eco- 
nomic research facilities. Dr. Grove has 
served on several monetary missions 
and as an advisor to a number of the 
Central Banks of South America. He has 
recently been with the Federal Reserve 
Board in Washington and is the author 
of a number of articles relating to bank- 
ing and economics. 


trust officer, 
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BOODOOOOD DOOD OOD OOOODODOODODOOPPPP 


TRUST 
EMPLOYMENT EXCHANGE 


DOOOOOOOOOOOOOOODOOOOOOOOVOS 


Banks seeking trust executives, and 

personnel desiring new opportunities 

are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 

St., New York 17, N. Y., attention 

Employment Exchange and code 

number. 

Attorney, 34, with six years employee 
benefit plan experience, including home 
office and agency insurance administra- 
tion, design, drafting, seeks position in 
New England, preferably with pension 
trust department of trust company. 29-1 


Young assistant trust officer with gen- 
eral experience in medium sized trust 
department desires to specialize in cus- 
tomer relations and new business in large 
department, or enter small new depart- 
ment on executive level, preferably East 
Coast or South. 29-2 


Assistant trust officer-attorney, 33, 
with experience in all phases of general 
trust administration, estate and gift 
taxes, is looking for position in Midwest. 


Assistant trust officer-lawyer, 34, ex- 
perienced in all trust department oper- 
ations, wants position as head of medium 
sized trust department. 29-4 


Leading Los Angeles bank has excel- 
lent opportunities for experienced trust 
administrator; also for man experienced 
in developing new trust business. 28-1 


National bank in large Southern city 
needs young man with accounting in- 
vestment or general trust experience. 
Salary commensurate with ability; good 
future for right man. 28-2 


Trust officer, 48, graduate lawyer and 
accountant, with over 20 years experi- 
ence with large Southern bank in ad- 
ministration, Federal estate and income 
taxes and new business development, 
seeks new position preferably on Eastern 
seaboard but will consider any oppor- 
tunity in trust field. 28-3 


English trust bank employee, 37, un- 
married, desiring to emigrate to U. S. A., 
seeks position preferably Mid-West or 
West. Available for personal interview 
in Mid-West during September. 28-4 

Trust investment man, 33, with bus- 
iness science and law degrees, two years 
with leading stock brokerage firm, five 
years as security analyst in both large 
and medium sized trust departments, 
during which he devised forms and man- 
ual of operations as well as administer- 
ed accounts, wants to capitalize on ex- 
Perience in Northern area. 28-5 

Estate planner and trust new business 
man with 20 years experience including 
law background, seeks trust connection 
anywhere in States. 28-6 
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Main section of Officers’ quarters in the Park Square Office of the National Shawmut Bank 
of Boston, a fine example of office interior with a distinctly New England flavor. 


Estate Planning Corporation 
Names Onderdonk 


Robert R. Onder- 
donk has been ap- 
pointed executive 
vice president of 
the Estate Plan- 
ning Corporation, 
New York, which 
supervises estates 
aggregating in ex- 
eess of $3 billion. 
Mr. Onderdonk 

was previously general agent for the 
Lincoln National Life Insurance Co. in 
Detroit, specializing in estate planning, 
and where he was president of the Life 
Insurance Managers of Detroit. From 
1941 to 1948, Mr. Onderdonk handled 


estate planning for the Connecticut Gen- 
eral Life Insurance Co., first in New 
York and then in Cleveland. 


ay SA 2 
Gannet Joins Foosaner 


Herbert M. Gannet, a member of the 
New Jersey Bar, formerly a Field Agent 
and Reviewer with the Bureau of In- 
ternal Revenue, has become associated 
with the firm of Foosaner and Saiber, of 
Newark. Mr. Foosaner is the Federal Tax 
Editor and New Jersey Legal Corre- 
spondent for TRUSTS AND ESTATES. Mr. 
Gannet has passed the Certified Public 
Accountants’ examiniations, was an hon- 
or graudate at Rutgers University Law 
School, and an associate editor on the 
Rutgers Law Review. He will continue 
to specialize in Federal tax matters. 
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BRIEFS 

Los Angeles—Benson L. Smith, vice 
president and director of CALIFORNIA 
Trust Co., recently completed his 30th 
year of service with the company. Be- 
fore entering the trust field Mr. Smith 
conducted his own law practice for six 
years. He is a past chairman of the 
Southern California Trust Officers Asso- 
ciation and of the Trust Division, Cali- 
fornia Bankers Association. 


Stamford, Conn.—John H. Bodwell has 
retired as manager of Yale & Towne’s 
Bank Service Department after nearly 
a half century of service with the com- 
pany. His assistant, Richard T. Norris, 
has been named as his successor. Yale & 
Towne’s Bank Service Department was 
started in 1879. Mr. Bodwell has been 
chiefly instrumental in extending the 
bank lock inspection service into every 
state and Canada. Mr. Norris joined 
Yale & Towne in 1923. 


Chicago, I1l.—William P. Wiseman ob- 
served his twenty-fifth anniversary with 
CHICAGO TITLE & TrRusT Co. An assistant 
trust officer in 1929, Mr. Wiseman is now 
vice president and chief trust officer. 


New York, N. Y. 
—Charles M. Bliss, 
vice president in 
charge of BANK OF 
NEW YORK’s trust 
department, has 
been elected to the 
board of directors 
of Home Life In- 
surance Co. Mr. 
Bliss, who has been 
connected with the Investment Counsel- 
ing and Trust Departments since joining 
the Bank in 1931, also is a director of 
the First National Bank & Trust Co. of 





CHARLES M. BLIss 


New Canaan, Conn., and serves on the 
boards of the Y.W.C.A. Retirement Fund, 
the American Fund for Congregational 
Ministers and Talladega College. 


A AA 
413 Pension Plans Surveyed 


An analysis of the retirement prac- 
tices of 413 business organizations was 
given at the recent 25th anniversary 
meeting of the Million Dollar Round 
Table by Laurence J. Ackerman, Dean 
of the School of Business Administra- 
tion at the University of Connecticut. 
Of this number, 88% reported they had 
pension plans for executives and salaried 
personnel, while 74% indicated they had 
plans for hourly workers. 

The larger the firm, the more likely 
it is to have a plan, Dean Ackerman 
observed, pointing out that about twice 
as many plans were set up from 1949 
to 1951 than were created in the period 
1941-48. While 80% of the later plans 
were the result of collective bargaining, 
only 13% of those adopted before 1949 
were negotiated. 

A trend toward “cross fertilization” 
or combination methods of financing 
was noted by the speaker. Insured plans 
are most popular with smaller concerns 
whereas trusteed plans are most common 
in hourly worker pension plans. 

Another development reported by Mr. 
Ackerman was the growing search for 
the most desirable retirement age. Most 
plans use age 65 because of social secur- 
ity but management does not seem to 
be satisfied. He suggested the possibility 
of a fixed period of retirement rather 
than a specific age. 
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Some of the 8,500 visitors at the 100th 
Anniversary Open House of the First Na. 
tional Bank, Oshkosh, Wisconsin. (See page 
595 Aug. T.&E. for historical sketch.) 


Portable “Brain” Offered 
for $62,500 

A new electronic computer, designed 
for business generally, was demonstra- 
ted last month by the Electronic Con. 
puter Corp. Smaller than earlier models 
which filled a good sized room, it con- 
sists of three units: a conventional type 
office desk where the operator sits: a 
metal drum “memory”; and the com- 
puter proper, housed in five steel 
cabinets. 
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A complete Trust Service 


in CLEVELAND 


Your requirements for 
ancillary trust services in 
the Great Lakes Area will 
be met efficiently and 
promptly at Central 
National Bank. Our Trust 
Department staff is com- 
petent and experienced in 
handling all phases of per- 
sonal and corporate trust 
matters. 

Please write or call when 
we can serve you in this 
capacity. 


CENTRAL NATIONAL BANK 
of Cleveland 


Cleveland 1, Ohio 


Member Federal Deposit Insurance Corporation 
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0 CONVEY VISUALLY the shades of 

meaning that only vocal emphasis 
can give, perhaps the word “Sell” in 
my title should be set off with quota- 
tion marks. Of course we should sell; 
the quotes would indicate that I have 
assigned to the word “Sell” some spe- 
cial meaning — for purposes of argu- 
ment — that can’t be wrapped up in 
a compact adverb or two. 

In searching for a single word, I have 
finally settled on commercial — the 
kind of selling that prevails in the world 
of business generally — as opposed to 
the more subtle, indirect, under-selling 
that is characteristic of the ethical pro- 
fessions. And having found the word, 
I say, “No. We should not sell — com- 
mercially.” 

For I have always believed in “doing 
what comes naturally.” We do with 
greater ease, skill and grace that which 
is appropriate to our aptitudes, our 
training and our status in the commun- 
ity. There has been much scholarly argu- 
ment: are we in trust business or in the 
profession of trusteeship? There has 
been an official — or semi-official — 
pronouncement, I believe, that we are 
in business. So be it; but I do think 
that most of us have a professional atti- 
tude toward our work. 


The Medical History 


The most successful large group of 
professional men are the doctors. Ac- 
cording to a recent release of the Office 
of Business Economics of the Commerce 
Department, average net income — 
country-wide, little towns and big — 
of doctors in 1951 was $12,518; of law- 
yers, $9,375; of dentists, $7,743. Let’s 
admit, therefore, that there’s plenty we 
can learn from doctors in the field of 
salesmanship for they have proved 
themselves good salesmen. 


How do they sell? I have yet to re- 


From address before Western Regional Trust 
Conference, Seattle, August, 1952. 
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To Sell or Not to Sell 


A PROVEN NEW TRUST BUSINESS APPROACH 


EARL S. MacNEILL 


Vice President, Irving Trust Company, New York 


ceive a telephone call from a doctor 
asking if he can make an appointment 
to X-ray my sacroiliac; or to be visited 
by a bright young medical school gradu- 
ate soliciting certain data so that the 
eminent specialist who employs him may 
recommend a program of diet that will 
make my living happier and longer. I 
do not find in my morning mail folders 
or brochtires extolling the skills of rival 
medicoes and urging action: “Have 
your check-up today! You may be later 
than you think!” 


Of course, the analogy is quite un- 
fair, but by exaggeration it does high- 
light this fact: doctors have created an 
atmosphere wherein we go to them from 
a sense of need — not merely in terms 
of broken legs or pains or killing fevers. 
We go to them frequently now from a 
newborn realization that. illness should 
be watched for and prevented. And in 
this notable fact there is no exaggera- 
tion: most of us do go to a doctor when 
it’s a doctor we should go to. We don’t 
— as a token of honor to a relative or 
favor to a friend — ask him to set our 
bones, collapse our lungs or free us of 
infection. 


In trust business we have not got very 
far in creating such an atmosphere. | 
wouldn’t laugh away the telephone and 
personal calls and brochures which are 
essential parts of our sales-effort; I 
would only say that in addition we 
must somehow so set our stage, put such 
a light upon ourselves and surround our- 
selves and our calling with such an at- 
mosphere that—and I could make a 
litany out of it: 

—<As the man who is sick of body 

seeks a physician; 

—As the man who is sick of mind 

seeks a psychiatrist; 

—dAs the man whose legal rights are 

threatened seeks a lawyer; 


—As the man whose jaws are aching 
seeks a dentist; 





—yYea, even as the man who would 
plan a house seeks an architect; 
and for the building of the house 
seeks carpenters, masons, plumbers, 


electricians, plasterers, painters, 
and, to make a team of them, a 
‘contractor; 


—So the man who would safeguard 
the financial future of his family 
will just as logically, instinctively, 
and inevitably seek that team of 
specialists which is a corporate 
fiduciary. 


Why the Professional Approach? 


I prefer the professional approach be- 
cause I believe it results in a more per- 
manent sale and in the long run will 
produce a greater volume of sales. 


Certainly one of our problems is the 
turnover in our Will files. It stands to 
reason that the man who has been high- 
pressured into naming us is more like- 
ly to weaken, as he reconsiders, than 
the man who has deliberately sought us 
out—and here I have, of course, posed 
two extremes with the truth, as usual, 
somewhere in between. 

When I say greater volume of sales, 
I refer to volume in relation to the 
means utilized and in terms of mone- 
tary cost. Obviously, if you spend $100,- 
000 a year for new business develop- 
ment you will get more volume than 
if you spend but $10,000—you can 
hardly fail. The real question is, how 
to get the most for your money? 


It seems to me that this question 
comes close to answering itself. If you 
can create this atmosphere of coming 
to you, then you will in time have many 
unpaid salesmen working for you. Your 
reputation in the community will be 
your salesman; just as it is the success- 
ful doctor’s reputation that fills the wait- 
ing room of his office. 


Of course it can take you many years 
and much expenditure of thought, effort 
and money under the discipline of a 
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conscious plan to accomplish this result. 
I shall try to prescribe a plan. 

First, we’ve got to find out just how 
we stand in the community which is 
our market. Is appointment of a bank 
as executor the exception rather than the 
rule? Is it a community where lawyers 
receive a large proportion of appoint- 
ments? How are our relations with the 
bar? With people whom we have served 
as trustee, custodian or agent? Have we 
in the past committed sins of error or 
omission, of arrogance or indifference 
that rise to haunt us now? We need to 
know whatever are the reasons for lack 
of public acceptance in order to take 
effective means to gain that acceptance. 
Our propaganda—for it comes to that— 
must be properly slanted. 


Propaganda Vehicles 


What are the vehicles of propaganda? 
For completeness of outline I will race 
quickly through much that is obvious: 

We should have the skills we claim; 
our work should be of the highest qual- 
ity; with all seeming modesty we should 
let that quality show. All this means 
that we should hire able and experienced 
people and pay them well; should re- 
ward their performance whenever it ex- 
cels; should give them the best tools to 
work with; should “dress up” the prod- 
uct of their work attractively and in 
good taste. 

Our quarters should be pleasant and 
comfortable to work in and should put 
our customers at ease; our people 
should have the talent of putting cus- 
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tomers at ease. Thus we will be sympa- 
thetic and relaxed and tolerant. 

Public relations. therefore, in its 
many aspects is one of the sciences we 
must master. 

Our service should be of such a na- 
ture, and so rightly priced, that out of 
the service will come a profit to the 
person using it, not merely a profit to 
ourselves. 

Now for more obvious devices—more 
obvious in the sense of less subtle: 

Advertising is the main device of this 
sort. To the extent its obviousness can 
be concealed, to that extent will its 
effectiveness increase. 

Thus the doctor’s fine, tasteful home, 
his antiseptic office and crisp, antiseptic 
nurse are far more effective advertise- 
ments than any billboard he might have 
athwart his lawn proclaiming, “I AM 
THE OLDEST AND LARGEST DOCTOR IN 
SEATTLE!” 

The kind of advertising which best 
conceals its obviousness comes in the 
category we call “educational.” It is ad- 
vertising without direct sales appeal. 
Carried to the extreme, it would be ad- 
vertising so consciously free of the 
taint of self-interest that our name 
wouldn’t even appear in it. 


I can make an argument that absolute 
disinterest would be most effective in 
the long run. It is axiomatic that the 
best advertising is third-party advertis- 
ing. The short article on Wills that 
appeared in Readers Digest a few years 
ago brought many more people to my 
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desk—including people in the bank and 
even in the trust department—than any 
single mailing of conventional trust “lit. 
erature’ that I had ever made. And 
they came eager for action: no whip. 
cracking advertisement could have stim. 
ulated them more. 


At the other pole is that kind of trust 
mailing that preaches with every para- 
graph; that virtually clubs the reader 
into insensibility with its insistence on, 
“Make Your Will!” “Create a Trust!” 
“Plan Your Estate—Now!” That is, 
clubs its reader if it has a_ reader, 
chances being that readership has 
thinned considerably after the first 
half dozen issues. 


The Middle Way 


A compromise between these two ex- 
tremes is necessary even if one is con- 
vinced that pure altruism is the most 
profitable approach, since management 
wants to feel that it is getting its money’s 
worth; and it is hard to believe that 
you are getting your money’s worth out 
of advertising unless it bears your name 
prominently and packs plenty of punch, 


In the area of compromise is the 
monthly letter, under your masthead, 
that tells of taxes and of interesting 
Wills; informs the reader of changes 
in the laws affecting his property and 
estate; explains the uses of insurance; 
makes helpful suggestions as to the dis- 
position of business interests; shows 
how gifts of substantial value may 
economically be made; spices its pages, 
occasionally, with some curious little 
story designed to prove by indirection 
that we in trust business are every bit 
as human as anybody. 


I like these very much, and am not 
without experience in the writing and 
distribution of this sort of letter. My 
problem earlier had been: that the 
users of such letters—the heads of trust 
departments or their advertising man- 
agers—chafed at the relative lack of 
direct selling content; and in obedience 
to their insistence the tendency was al- 
ways to step up the selling, to make 
the selling obvious, to play down the 
educational approach. 


Ideal Test 


But for the past four years I have 
been working under conditions ideal 
for testing the predominately educa- 
tional approach—and I can say here 


*The September 1952 issue of Readers Digest 
contains a new article along these lines by Jerome 
Betty. It will be interesting to observe its effects. 
—Ed. 
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that the most ideal condition imaginable 
is to have management share your point 
of view. We use a monthly letter at the 
Irving Trust—though we spread it thin 
during the summer months, so that the 
total number of issues annually is ten. 
It's name, “How To Do More For 
YOUR FAMILY,” is a holdover, for con- 
tinuity’s sake, from an older series of 
folders; it’s over-long for a title, but we 
get a little running start in fine print, 
“How To Do More For” and build up 
“YouR FAMILY” in big letters, so that 
is what it has come to be called. The 


format is small: 4 pages of Reader’s Di- . 


gest size; and the total wordage is no 
more than you would find on a maga- 
zine page the size of Time or Business 


W eek. 


Generally there are three stories to an 
issue; but we may have one only or 
four. We avoid direct advertisement 
save for a small box at the end. The 
stories are as varied and timely as our 
ingenuity—with the aid of current 
events—can make them. There isn’t 
much selling—but when we do a selling 
piece we aren’t coy about it. We don’t 
beat about the bush with hearty syn- 
thetic man-talk or woman-talk; with 
phony locker-room or bridge-game con- 
versational gambits. Rather, there'll be 
a little straightforward exposition, every 
once in a while, of some specific service: 
Custody, Advisory Custody; explana- 
tion of what is a Living Trust; explicit 
reasons why we should be named execu- 
tor as well as trustee under a Will. But 
we ventured into this only after we had 
assured ourselves that we had reader- 
ship: and we will be watchful ever not 
to risk the loss of that readership by 
over-emphasis on “Do This!” 


Of course the contents of our non- 
selling stories are not entirely ingenu- 
ous. We honestly try to be informative: 
to keep our readers advised of changes 
in the tax laws, abreast of developments 
in Social Security, aware of court de- 
cisions that may require changes in 
their planning. We try to supply answers 
as well as pose problems; we hope our 
readers will benefit from our sugges- 
tions—and we are so sincere in that 
hope that our suggestions do not al- 
ways point in the direction of trust 
company service. But enough of them 
do... . to pay dividends on the promo- 
tion. 

The dividends have been generous. I 
have never felt such solid results from 
a publication. It is quite impossible to 
determine in every case what percentage 
this or that piece of advertising has 
contributed to a sale into which many 
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other intangibles may have entered. The 
real proof is in the total volume—the 
composite result of the over-all effort of 
which your bulletin is but a part. If 
your related efforts are in keeping, both 
in style and tempo, and your produc- 
tion of new business increases with pro- 
gressive acceleration, then you may feel 
sure that your publication policy is 
right. That is the way it has been with 
us. 


Assist from Commercial Department 


Another major instrument of propa- 
ganda in this endeavor to create an 
atmosphere of people coming to you is 
the active support of your commercial 
banking officers. Your banking officers 
are scarcely disinterested bystanders; 
but until you have built a following of 
rooters—lawyers, insurance agents, ac- 
countants and customers—you had best 
get all the good possible out of that 
loyal squad of cheer-leaders who already 
wear the colors of your team. 


It’s fundamental that support by man- 
agement and banking staff are essential 
to a trust department’s success. But I’m 
thinking of more than line-of-duty sup- 
port. The other people in the bank must 
regard you as something special in 
your particular field. When they tell 
their customers about your expertness 
they must believe it with their heart 
and soul. With such belief, they can 
give you an endorsement almost as 
effective as the most disinterested com- 
parative stranger’s; their enthusiasm 
can be contagious. 


Let Light Show 


The fact of your goodness must some- 
how be spread around. Of course, you 
can achieve a reputation of excellence 
by consistent good works. However, that 
takes time; moreover. we’re concerned 
today with sales promotion, which is a 
matter of stimulating nature rather than 
letting it take its course. How do you 
get that light of yours out of the 
bushel without standing on top of the 
bushel, as if it were a soapbox, and 
screaming your virtues? 

You can do as the other professional 
men. You can join organizations of like 
men: and here let me carry the torch 
for active participation in trust associa- 
tions, local, state and national; in the 
American Institute of Banking; in the 
Graduate School of Banking; in Insur- 
ance and Trust Councils; in the Finan- 
cial Public Relations Association; in bar 
associations, local, state and national; 
or in accountants’ or security analysts’ 
organizations if your main interests are 
in those fields. There are the to non- 
professional groups: the business and 
social clubs which also can be utilized 
—with due taste and discretion—as out- 
lets for your propaganda. 

And then don’t overlook those most 
direct means of propaganda: public 
speaking and writing. Seek your audi- 
ences and readership both locally and 
nationally: the first will help you gain 
the larger national attention and that 
in turn will enhance your local stature 
and the stature of your department .. . 
which really is your goal, since the 
attraction of people to your trust de- 
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partment is the prime object of your 
personal build-up. You are modest men, 
if you are truly trust officers, and some 
of these activities may be alien to your 
natures. So I would say, staying as 
modest as you can: pick those that are 
the least alien, stick at them and some- 
day you may learn to like them. 


I would not lose sight of that very 
important means of enhancing reputa- 
tion: the forum discussion. In its vari- 
ous forms—the women’s forum, the 
businessmen’s forum, the professional 
forum and small specialized forums, not 
to ignore the inter-office sales and study 
sessions—the forum is one of the very 
best ways you can put people in the 
mind to come to you. Don’t expect quick 
results—-like these others, the forum is 
a long-range medium. 


What to Sell? 


What do we want to sell? Of course, 
we want to sell trust service! But there 
is food for wonder as one reads the 
literature we send out. It has a great 
deal to do with taxes and with a kind 
of estate planning that is predominately 
tax planning. 

Are we not somewhat too enthusias- 
tically setting ourselves up as experts in 
the fields of accountancy and tax law? 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 


agement and conservation of 
Property by corporations and 
Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


non-residents. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds . 
Total Assets. . 


. . $ 21,499,478 
. - $216,776,450 





Just as in the pension trust field we are 
supplying elaborate actuarial studies, 
comparisons of plans in competitive 
industries and essays on labor relations. 
Yet we are not seeking appointment as 
the actuary under any pension plan, or 
as management consultant to any com- 
pany or as any company’s personnel 
officer; just so we are not seeking em- 
ployment as any business man’s account- 
ant or as the attorney for any estate. 
Our true job—whether in the field of 
pension or more personal trusts—is to 
hold, administer and dispose of prop- 
erty as a fiduciary. 

I would like to see our advertising— 
in whatever form—more specifically di- 
rected to this purpose. I would like to 
see our monthly Letters talk more about 
economics and less about taxes. Lawyers 
might not be so greatly concerned about 
our “practicing law” if in our discus- 
sions with prospects we talked more 
about family problems and less about 
future interests. And, not to lose sight 
of my detour into pension trusts, I wish 
we might persuade our corporate cus- 
tomers to hire actuaries at the outset 
so that we might devote our preliminary 
conferences mainly to considerations of 
investment policy. 


Watch Your Claims 


Now I realize, in uttering these pious 
hopes, that there are risks involved; and 
it may mean quite a reversal in our 
thinking. For it is relatively easy to 
claim superior virtue in an area where 
your virtue is unlikely to be tested. 
You don’t make the tax laws, so if your 
clever tax-avoiding scheme proves fruit- 
less—well, the law has been changed! 
But get down to the hard level of se- 
lecting securities and later deciding 
whether they should be sold or kept— 
there you’ve got responsibility and it 
is capable of measurement by the stern- 
est rule we know: that of dollars and 
cents. 
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Naturally we have got to be careful 
in our claims. Yet we can and should try 
to promote in the public mind a feeling 
of confidence in—and regard for—the 
qualities we exhibit and the skills we 
employ in the performance of our regu- 
lar daily work—rather than our talents 
in certain fringe activities whereby we 
hope to attract to ourselves a greater 
quantity of that daily work. And | 
think we can do it in various ways with. 
out imprudence. 

Thus certainly we can exploit our fa- 
cilities for routine administration. Our 
methods and our discipline in the use 
of these methods; our bookkeeping and 
the auditing that keeps it right; our 
good habits in correspondence and fil- 
ing; the precision of our security trans- 
actions; our habitual watchfulness as 
to taxes—these qualifications well may 
add up to a greater total than we are 
inclined to think in people’s minds. 

Certainly a crying need in this coun- 
try is for universal economic education. 
To the extent that we can bring people 
to regard us as practitioners and teach. 
ers of sound economic doctrines, in due 
proportion will their acceptance of us 
increase as their potential executors 
and trustees. 

The next step is from economics in 
general to its application through in- 
vestment research and committee ac- 
tion. There’s no reason why we should 
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stumble on this. We need not tout par- 
ticular securities or industries in our 
advertisements. We can impressively de- 
scribe our facilities for research; our 
systems of periodic review; the cross- 
indices which assure that decisions of 
general relevance will not be isolated 
in a few accounts. The great virtues and 
the less important weaknesses of group 
judgment can be honestly discussed. We 
don’t need to preach that we are in- 
fallible—only that we are specialists. 
The possibility—aye, even the certainty 
—that the doctor cannot cure you does 
not keep you from going to the doctor. 
If we will educate people correctly, they 
will not look to us as guarantors of 
profit or no-loss. 


The Weakest Link 


Wherein are we weakest? I submit 
that the most obstructive roadblock to 
that coming of people to us is the mis- 
conception—tough and persisting—that 
we are intolerant . . . . bound by rules 
.... unsympathetic .. . . over-fearful 
of liability. The answer does not lie in 
protestations of how tolerant and sym- 
pathetic and human we are. We must 
demonstrate all of the more attractive 
human traits in administering our es- 
tates and trusts. 


I decried a while ago the over-empha- 
sis on taxation in estate planning be- 
cause this indicated that we were sell- 
ing the wrong thing. Now I decry the 
heavily statistical tax approach for an- 
other reason: it emphasizes at the very 
beginning of our relations with our 
prospective customer that mechanized 
and technical approach that he believes 
is typical of us; that will guide us—he 
fears—in the execution of his plans as 
it has obviously guided our contribution 
to his planning. 


Member of the Family 


My coming to this point of view has 
been a slow evolution. I started as a 


thing for them to come to you for discus- 


pressure salesman. I believe that I have 
learned a more effective method of sell- 
ing. It is under-selling, akin to the sell- 
ing of the doctor or other truly profes- 
sional men, based on the assumption 
that the client is consulting me as a 
specialist for a suggested solution to his 
problem. For a solution—not a sale. 
The sale really was made when he was 
induced to seek my advice. 


The client’s problem, basically, is how 
best to provide for his family—particu- 
larly after he has gone. This is at least 
as much of an emotional problem as it 
is a statistical problem. Of course, Ill 
need the facts, just as the doctor needs 
the facts; and sometimes I'll use the 
equivalent of a knife to probe for them. 
But the facts aren’t just the figures. In- 
deed, the precise figures are frequently 
not very important, although the rela- 
tive figures may be. More important 
usually are the facts about the people 
in the family group, and the estate own- 
er’s intentions with regard to those 
people. Sometimes his intentions are 
vague: then you can help to give them 
form. Other times they’re impractical or 
perhaps unjust: then you can plead for 
practicality or justice. 


In short, for a time you’re a member 
of the family; you lose yourself in the 
family problems; you're part of a drama 
together. But you’re the one who dares 
to speak up. Thus, with straight and 
forceful talk you may cut through to 
the emotional core of the client’s prob- 
lem. Thus may be laid the foundation 
for an estate plan that has permanence 
because in the last analysis he—and not 
you—did the fitting. 


A professional type of selling, re- 
strained in its nature and balanced in 
its appeal, being neither all-statistical 
nor all-emotional, performed in an at- 
mosphere of people coming to you be- 
cause it seems the right and natural 
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sion of their estate problems, honest be- 
cause it is no more than a telling of 
what you would wish to do yourselves 
in like circumstances—such selling as 
this will produce the better sales, the 
more permanent sales and, over the long 
term at less cost, the greater volume of 
sales. 
A ao 

Bankers Study Public Relations 

The largest feminine turnout (9) and 
the second largest total banker enroll- 
ment (79) marked the current session 
of the School of Public Relations in 
Syracuse, N. Y., which concluded its 
meetings on August first. 

Sponsored annually by the New York 
State Bankers Association, the School 
enrolled this year representatives from 
27 counties in New York as well as 
Connecticut, Delaware, Massachusetts, 
Rhode Island, Canada and Cuba. They 
ranged in age from 25 to 62, in position 
from assistant cashiers to presidents. 

The School of Public Relations is the 
first of its kind in the nation and is 
staffed from the Syracuse University 
faculties of Business Administration, 
Journalism and Liberal Arts, University 
College, Utica College, the School of 
Speech, the Radio and Television Center, 
and public relations specialists in the 
banking industry. 


LL AT TE LE CSET LT OEE: NEE ATR EE me I A ER 


is 1902-1952 





While in 
Horda... 


».. your trust customers can 
call on The First National Bank 
of Miami for prompt, complete 
trust service.We cooperate fully 


on all ancillary matters. 


TRUST DEPARTMENT 
The 
ee 
First National Bank 


of MIAMI 








Attention Arresters 
in Trust Ads 


“Think FirsT . . . of your Future! 
Everyone has an estate! Let experts ad- 
minister yours!” So reads one of a 
new series of trust ads from First Na- 
tional Bank & Trust Co,. Tulsa. Taking 
a cue from the window construction in 
its new building, the bank designed ads 
with alternate black and white horizon- 
tal bars, five column inches in size. Ten 
ads featuring ten different departments 
or services are run in each insertion in 
Tulsa newspapers, resulting in a steady 
growth in all types of accounts. Other 
ads use pictures to replace key words in 
such messages as “If you have a car 
and/or insurance and/or a house, then 
you have an ESTATE. Is it PRO- 
TECTED?” An unusual theme in some of 
the ads reads, “Will your widow eat as 
often as your Wife?” 


9 


“Comes the Dawn says First 
National Bank, Akron, with a picture of 
a sunrise over a darkened sea, and con- 
tinues, “When you realize you are 
facing Eternity, comes the Dawn. Then 
you know what the striving was for, and 
you acknowledge to yourself that love 
of family was your highest joy on 
earth. Don’t wait until that hour to make 
plans for those who look to you for 
financial suport. i 


“Let these Specialists help you” ad- 
vises First National Bank, Houston, over 
a picture of two of its trust officers dis- 
cussing affairs with a client. The text 
tells of the kinds of specialized knowl- 
edge an efficient trust department needs 
and has. . . . Another approach to this 
theme is the “Do You Roll Your Own?” 
ad of American Trust Co., Charlotte, 
N. C. This ad (reproduced here) com- 
pares the past and present methods of 
handling affairs, whether it be cigarettes 
or an estate. 


“Pictures of the future are much clear- 
er when you plan with vision today” a 
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Trust Company of Georgia, Atlanta, ad 
informs the public. At the top a hand 
holds three “snapshots”: in the center, 
the daughter in cap and gown; on the 
right, Mother with a quietly pleased ex- 
pression; on the left, Father in sport 
clothes displaying a string of fish. The 
text explains what can be done to assure 
the completion of a child’s education, 
the life-long care of a wife, and the 
enjoyment of one’s own retirement pe- 
riod. The pictures in this ad are excep- 
tionally attractive. The people are nor- 
mal and intelligent in appearance and 
the device of the snapshot disarms the 
reader against any element of their be- 
ing posed because he is familiar with 
just such family “shots.” 

“Carrying on a Tradition” of Public 
Service titles a Merchants National Bank 
& Trust Co., Meadville, Pa., ad which 
features a picture of the Bank, Bar and 
Life Underwriters panel at its second 
Finance Forum for Women. The text 
tells who they are, describes the Forum, 
and concludes “This 
is a continuation of 
our traditional pol- 
icy of working with 
and for the people 
of our community.” 

“Have you been 
Unfriendly to your 
Best Friend?” in- 
quires a Manufac- 
jurers Trust Co., 
New York. ad of its 
readers. The text 
raises questions 
about the wisdom of 
appointing a friend 
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as executor, mentioning some of the 
burdens and responsibilities of that 
office, and suggests appointing the bank 
instead or as co-executor. 


Under a headline “Salute the Bar 
Associations,” an editorial in the Sep. 
tember issue of the American Bar Asso. 
ciation Journal quotes the advertise. 
ment of Old Colony Trust Co., Boston, 
which was reported in the July issue 
of Trusts AND Estates (p. 527). This 
ad, which was indeed a salute to the 
Bar Associations of Massachusetts. 
draws favorable editorial comment in 
these words: “Bar associations and law. 
yers with bank and insurance company 
connections can take a cue from this 
splendid example of cordial relations in 
Massachusetts.” 


Trust Booklets 


A folder sent to the customers of 
the Continental Illinois National Bank, 
& Trust Co., Chicago, comments that 
the trust department “serves people and 
industry in every fiduciary capacity” 
and suggests that the description of 
trust services contained in its pages may 
“be helpful to you in any discussions 
you may have on this subject with 
friends and associates.’ The text de. 
scribes Estate Administration, Personal 
Trusts, Agency and Custody service, 
and concludes with a list of what the 
department does “For Business Con- 
cerns.” In the description of personal 
trusts it states that “Some of our trust 
services are being used by members of 
the fifth successive generation of the 
same families.” 

Similar folders list, but do not de- 
scribe, the various bank services. One 
of these was directed to customers with 
the suggestion that “Perhaps there are 
additional ways we could be serving 
you.” The other went to shareholders, 
expressing appreciation of their past 
cooperation and suggesting that the 
folder may be useful” in any discus- 
sions you may have with friends and 
asociates.” The folders are fitted to a 
number ten envelope and are printed 
respectively in blue, green and _ rose 
with a picture of the bank. 


An estate, gift and income tax “Esti- 
mator” published by Kennedy Sinclaire, 
Inc. provides useful tables for trust de- 
partment customers, prospects or C0- 
workers in the legal, accounting and 
life underwriting fields. The back cover 
advertises executor and trustee services, 
and on the front cover is space for the 
bank’s imprint. 
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INSURANCE PHASES OF BUY-SELL AGREEMENTS 


ARTHUR R. KIMBROUGH 


Member of California State Bar, Los Angeles 


EATH DESCENDS UPON THE BUSINESS- 
D MAN of today bringing in its wake 
a hoard of demands which may only 
be satisfied in money. Life insurance is 
the means most often employed for cre- 
ating liquidity in a planned amount at 
death. When its use is regulated by a 
proper agreement between business as- 
sociates, many practical benefits result. 


In agreements between individuals, 
the first income tax issue involves the 
establishment as the basis for the asset 
purchased of the full purchase price 
paid under the agreement, including any 
insurance proceeds applied upon the 
price. The unfortunate result of poor 
planning in this respect is shown by the 
well known case, Legallet v. Comm., 


(1940) 41 B.T.A. 294. 


There each insured partner took out 
a policy on his own life, designating his 
wife as beneficiary. The partnership 
paid the premiums. The insurance pro- 
ceeds were credited at death on the pur- 
chase price of the decedent’s partner- 
ship interest. Subsequently the survivor 
sold the business. He was required to 
pay capital gain taxes on the profit with- 
out the addition to his cost of the in- 
surance. The court reasoned that this 
result was required since the survivor 
was neither the owner of the policy nor 
did he pay the proceeds to the widow. 


Proper Plan 


Under proper procedure each indi- 
vidual should take out and own the 
policy on his associate’s life and should 
pay the premiums thereon. No effort 
should be made to adjust differentials 
in premium rates. Upon receipt of the 
proceeds the owner of the policy will 
pay them as he would any of his other 
funds in satisfying his obligation to pay 
the purchase price. Should a trust be 
used to give greater certainty that the 
terms of the buy and sell agreement will 
be performed or to facilitate the trans- 
fer of title, then the trustee’s ownership 
of the policies, its receipt of the proceeds 
and subsequent payment or other initial 
disposition of them should be accom- 
plished as the agent of the survivor. 
Strict observance of these principles will 
not only minimize income tax difficulties 
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but will also avoid the possibility that 
both the business interest and the in- 
surance will be taxed in the decedent’s 
estate. 


Premiums for such insurance are not 
deductible, for the amounts paid are 
either savings or amounts disbursed for 
a personal expense. 


The proceeds of such insurance are 
not taxed as income. This exclusion 
does not apply, however, to insurance 
received under a policy which has been 
assigned for a valuable consideration.' 
The use of policies existing at the time 
of the institution of a buy and sell ar- 
rangement, therefore, is normally im- 
possible because of the income tax bur- 
den. In any event all assignments of in- 
surance for a consideration must be ap- 
proached with great caution. 


On certain occasions, such as upon a 
voluntary dissolution or after a death 
occurs, it is not advisable for the in- 
surance owned by others on the then 
living associate to continue to be so 
held. Agreements normally provide that 
in such event these policies will be as- 
signed .to the insured in consideration 
of his payment of the cash surrender 
value. When the assignment is to the 
insured, the exempt character of the 
proceeds is not disturbed and no income 
tax liability arises at death.” 


Agreements Between Business 
and Owners 


Agreements between the business and 
its owners may also create rights and 
duties between the individual owners. In 
many cases a combination of this type 
of agreement with one between the own- 
ers will give desirable flexibility to plan- 
ning. Since an agreement between a 
partnership and a partner, to be opera- 
tive after the partner’s death. presents 
practical as well as tax difficulties, such 
arrangements are rare. We will deal ex- 
clusively, therefore, with contracts be- 
tween a corporation and its shareholders. 


Where a management continuity pro- 
gram contemplates the purchase of a 
deceased shareholder’s stock, in whole 


1Internal Revenue Code Section 22(b) (2). 
*I.T. 3212, 38-2 C.B. 65. Reg. 111, Sec. 29.22(b) 
(2)3. 


or in part, by the corporation, key-man 
insurance has been widely used as the 
source of the necessary funds. In im. 
plementing such a plan the corporation 
would apply for, take out, be the owner 
of, be the beneficiary of, and pay for 
the policy. When the corporation pays 
the premiums an obvious saving arises 
over individually-owned insurance since 
protection is acquired with funds upon 
which only the corporate tax has been 
levied. Although premiums on such pol- 
icies are not deductible* the legal pro. 
priety of key-man insurance is well es. 
tablished.* It has been stated flatly that 
the use of such insurance in conjunction 
with a stock retirement plan is a proper 
and legitimate corporate business prac- 
tice.® 

The use of a stock retirement plan 
funded by insurance raises the question 
as to whether or not the payment of 
premiums on the policy constitutes a 
constructive payment of either compen- 
sation or dividends. No cases are avail- 
able to dispose of these issues with fin- 
ality. Logically, however, since it seems 
clear that a legitimate business purpose 
of the corporation is being served, the 
payments cannot be so treated. Neither 
the insured nor the other shareholders 
are owners of the policy or of the pro- 
ceeds. The estate of the insured does 
not become entitled to the proceeds un- 
less it surrenders a valuable asset, name- 
ly its shares in the corporation.® 


Accumulations Problem 


This leaves for consideration the cor- 
poration’s position under Internal Reve- 
nue Code Sec. 102 which imposes a 
penalty surtax on excessive accumula- 
tions of surplus earnings. In practice, 
additional taxes are imposed on corpo- 
rate accumulations whenever they have 
no reasonable relationship to the busi- 
ness requirements of the company. Edi- 


3I.R.C. Sec. 24(a) (4). 

‘United States v. Supplee—Biddle Hardware Co. 
(1923) 265 U. S. 189; Newell v. Comm. (CCA 7th, 
1933) 66 F.(2d) 102. 

5Emeloid Co., Inc. v. Comm. (CCA 3rd 1951) 189 
F.(2d) 230; accord, General Smelting Co. (1944) 
4 T.C. 313. 

®Fink “Tax Fundamentals of Life Insurance 
Planning,” June, 1949, Taxes 575. ef. Paramount- 
Richards Theaters Inc. v. Comm. (CCA 5th 1946) 
153 F.(2d) 602 where insured possessed ownership 
incidents. 
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torially’ the Emeloid case has been her- 
alded as a long step forward in placing 
the stamp of approval on funded stock 
retirement plans. The court was careful 
to point out that the question was not 
really in issue; but left no doubt as to 
its viewpoint that protection of man- 
agerial harmony and continuity were en- 
tirely proper. 

In any event the conclusion is a most 
logical and sensible one. Caution in fol- 
lowing it, however, would compel the 
use of a non-investment type of insur- 
ance such as ordinary life. No argument 
presently available justifies the use of 
corporate funds in acquiring more ex- 
pensive classes of insurance any more 
than a purchase for investment purposes 
of unrelated stocks or bonds could be 
supported. 


Where a Section 102 problem exists, 
the use of insurance funding should 
actually improve the corporation’s posi- 
tion when a death occurs. Accumula- 
tions of surplus are normally justified 
on the basis of corporate needs for 
working capital or for future expansion. 
The realization of these plans will be 
interrupted, postponed and _ perhaps 
wholly frustrated by the diversion of 
funds to retire a decedent’s stock. From 
such circumstances the commissioner 

"Vol. 8 No. 25 The Tax Barometdér 358. 


5See complete discussion of entire subject: Al- 
bert Mannheimer, Insurance to Fund Stock-Retire- 
ment and Buy-and-Sell Agreements, May, 1951, 
Taxes 393. Consideration should also be given to 
LR.C. Section 115(g)(3) as amended by Revenue 
Act 1951 on October 20, 1951. For. further discus- 
sion see ‘Redemption of Stock to Pay Death Taxes,’ 
Carl A. Stutsman, Jr., 1952 Title Insurance and 
Trust Company Tax Panel, page 31, published sub- 
sequently. 
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may reason retroactively, as well as 
prospectively, that the past justification 
for the accumulations was not bona fide 
or has been abandoned for the future. 
The presence of insurance on the other 
hand, will provide previously unalloca- 
ted surplus funds for use without inter- 
ference with the plans for other accumu- 
lations. While it may be logically pos- 
sible, it is doubtful that the arguments 
supporting a small surplus accumulation 
in insurance policy values would permit 
outright surplus accumulations for ma- 
jor stock retirement purposes. 


Unless and until some definitely ad- 
verse change occurs in the applicable 
law, therefore, the use of an insurance 
funded stock retirement plan may be 
recommended.® 

4 8&8 A 
Freedom Insurance 


The word ‘insurance’ has achieved 
such stature that it is even used against 
the interests of the American economy. 
All kinds of dreamers and schemers of 
socialistic devices label their plans by 
the name of “insurance.” They claim 
they don’t want to socialize America, 
they merely want to “insure” us all 
against the hazards of existence—by 
government direction and government 
controls. 


It’s the great paradox of the twentieth 
century—but here in America there are 
many people who would like to borrow 
or adapt the unsuccessful economic sys- 
tems from abroad which have only re- 
sulted in failure. 


If each of the 180,000 life insurance 















representatives talks to five clients a day, 
over four million people would be con- 
tacted each week. Suppose that every 
time a policy had been purchased in the 
last fifty years, the buyer had also 
bought the American economic system 
over again, and become convinced of 
his own responsibility to that system. 
That would mean 80 million people 
firmly convinced to protect and cherish 
an American system which guarantees 
opportunity for all. 


Laurence F. Lee, President, Chamber 
of Commerce of the U. S. in addressing 
the National Association of Life Under- 
writers—Sept. 10th. 







































First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient “‘staff and _ line” 
- plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 































INCOME TAX 


Basis of stock acquired by bequest is 
fair market value at date of death. Will 
bequeathed all property in equal one- 
fourth shares to decedent’s sons, Nicho- 
las and John, and then living children 
of her deceased sons, Adolph and Joseph, 
per stirpes. Among assets of estate were 
276 shares of stock in family owned com- 
pany, valued at time of death, for es- 
tate tax purposes, at $290 per share. 
About eleven months later, all stock was 
sold for about $320 per share. In their 
income tax returns for 1945, John and 
his wife reported gain on sale of stock 
received from decedent on basis of $320 
per share. 

HELD: Basis of stock was $290 per 
share, fair market value at date of de- 
cedent’s death. Estate tax return was 
filed more than year after sale of stock 
and both executor and Commissioner had 
agreed that valuation of stock at date 
of death was $290. Under Code Section 
113(a)(5), basis of property acquired by 
bequest, devise or inheritance is fair 
market value at time of acquisition. 
Mathieu v. Comm., Tax Court Memo, 
July 14, 1952. 


Payments to life beneficiary under 
testamentary trust considered taxable 
income. Decedent provided that part of 
his estate be held in trust to pay entire 
net income to his wife, so long as she 
remained unmarried. Remainder was to 
go to decedent’s children by a former 
wife. Trust property consisted of one- 
fifth of outstanding shares of stock in 
family-owned corporations, remaining 
stock being owned by children. For two 
years decedent’s widow received approxi- 
mately $300 per month, and for next 
four years, nothing. She was advised 
that corporation was to be operated dif- 
ferently and that no more dividends 
would be declared. Accordingly, widow 
filed petition in Superior Court of 
Georgia, alleging that defendants, as 
officers of corporation, were directing 
affairs of corporation for their personal 
benefit, to her detriment, and that profits 
were being diverted and paid out in guise 
of salaries. Compromise was reached and 
corporation agreed to pay widow $200 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


per month for life or until she remarried. 
For years 1942 to 1946 inclusive, Com- 
missioner determined that $2,400 re- 
ceived each year by widow was income 
to her. 

HELD: Commissioner sustained. Court 
rejected widow’s argument that pay- 
ments constituted legacy itself and not 
fruits of legacy, and were therefore prop- 
erty acquired by bequest and exempt 
under Code Section 22(b)(3). Kaiser v. 
Comm., 18 T.C. No. 99, July 29, 1952. 


Where partnership agreement was en- 
tered into between taxpayer and wife 
and bank as trustee for taxpayer’s chil- 
dren, only taxpayer’s own share of part- 
nership profits held taxable to him. Tax- 
payer was engaged in wholesale grocery 
business from 1934. In i944, company 
in which he owned 25% interest was 
liquidated and partnership formed, con- 
sisting of taxpayer and five other stock- 
holders. On August 31, taxpayer entered 
into written agreement with three of 
partners under which he was given right 
to purchase interest of each partner on 
February 1, 1945, for $66,625 each. On 
December 28, 1944, taxpayer created ir- 
revocable trust for benefit of daughter 
and one for son, contributing $13,000 to 
each trust. On December 29, he gave his 
wfe $13,000 in cash. On January 24, 
1945, taxpayer transferred to his wife 
and bank as trustee under each trust, 
right to purchase interest of one of three 
partners. This right was exercised, addi- 
tional amount required to make pur- 
chase in each case being obtained through 
loans. Thereafter, wife became partner 
and bank became partner as trustee for 
each of trusts. For year 1945, Commis- 
sioner determined partnership income of 
wife and trusts was taxable to taxpayer. 

HELD: Commissioner overruled. Ques- 
tion of whether family partnership is 
real for income tax purposes depends 
upon whether partners realty and truly 
intended to join together for purpose of 
carrying on business and sharing in 
profits and losses or both. Intention in 
this respect is a question of fact. On 
basis of uncontradicted evidence, valid 
partnership existed here. Parks v. 
Comm., Tax Court Memo, July 16, 1952. 


Income during prolonged period of es- 








tate administration taxable to benefici- 
aries. Decedent died in 1936, leaving net 
estate of about $4,000,000. In years 1936 
to 1940, almost entire net estate was 
distributed to beneficiaries, with excep- 
tion of bank stock valued at $100,000, 
paying dividends during years 1941 to 
1948 which were reported by estate for 
income tax purposes. Commissioner held 
that such income for years 1943 to 1948 
was taxable to beneficiaries, since estate 
was no longer in administration. 

HELD: Commissioner sustained. Stock 
had been purchased by decedent for $1,- 
000,000 and, in order to recoup amount 
invested, executors kept shares intact. 
They contended that $1,000,000 had been 
loaned to bank and merely took form of 
stock investment. Court could not agree, 
since no promise, expressed or impHied, 
was made by bank to pay back any 
specific sum to decedent or his estate. 
Thus executors did not hold stock dur- 
ing years in question to collect a debt 
owed to decedent or his estate. Admin- 
istration of estate cannot be prolonged 
indefinitely or long after any need for 
it exists. In such instance, administration 
may be deemed terminated for tax pur- 
poses. Roebling v. Comm., 18 T.C. No. 96, 
July 24, 1952. 


Contributions to pension trust accrued 
in taxable year must be paid within 60 
days after taxable year to be deductible. 
On February 18, 1943, taxpayer corpora- 
tion created pension trust for its em- 
ployees. Commissioner ruled that agree- 
ment, as amended in 1944, met require- 
ments of Code Section 165(a). 


Throughout 1945, corporation accrued 
monthly on its books, sums totaling its 
contribution to trust for prior year. Trust 
instrument required amount of contribu- 
tion to be actuarily determined. This 
was done after close of calendar year 
and, on February 25, 1946, corporation 
received letter from actuary, stating 
that contribution for 1945 was $42,548. 
Treasurer on February 28 signed check 
for that amount payable to trustee. Pen- 
sion Committee addressed letter of trans- 
mittal to trustee and left same with 
check for delivery of both to trustee. 
Trustee acknowledged receipt of this 
letter on March 4, and check was actu- 
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ally paid on March 5. Commissioner dis- 
allowed amount of payment as a deduc- 
tion on ground that it had not been paid 
within 60 days of close of taxable year. 


HELD: Commissioner sustained. Sec- 
tion 23(p)(1)(E) requires contribution 
to trust within 60 days after close of 
taxable year of accrual. Facts here show- 
ed nothing with respect to when this 
check was mailed or when it was actu- 
ally received by trustee; only fact shown 
was receipt by trustee on March 4, 1946, 
three days late. Dick Bros. v. Comm., 18 
T.C. No. 102, July 30, 1952. 


ESTATE TAX 


Value of right to receive employment 
termination payments includible in de- 
cedent’s gross estate; amount paid to 
widow includible in her income. In Oeto- 
ber 1948, decedent’s employment was 
terminated by dismissal, with agreement 
whereby emptoyer would pay him one 
year’s salary of $40,000 in installments 
over period not to exceed two years and 
in event of his death prior to payment 
of full amount due, balance would be 
paid to his widow. Up to July 15, 1949, 
date of decedent’s death, he had re- 
ceived $25,000, balance of $15,000 being 
paid to widow in same year. Commis- 
sioner not only included $15,000 in de- 
cedent’s estate, but also determined 
that it was taxable income to widow. 


HELD: Commissioner sustained on 
both points. Decedent at time of his 
death owned right to receive $15,000 
and, therefore, value thereof was in- 
cludible in his gross estate under Code 
Section 811(a). As to $15,000 paid to 
widow, this was acquired by reason of 
death of decedent and should be treated 
in her hands, under Section 126(a)(3), 
as if it had been acquired by her in 
transaction in which decedent acquired 
such right. Further, amount included in 
her income under Section 126(a)(1) 
should be considered as having same 
character it would have had in hands 
of decedent had he lived and received 
such amount. Estate of Davis v. Comm., 
Tax Court Memo, July 31, 1952. 


Cash of non-resident alien on deposit 
in New York hank not inclubible in her 
estate. Decedent, a non-resident alien 
not engaged in business in United States, 
died in 1945. Decedent’s grandfather had 
died in 1919 and, by agreement between 
his widow and two sons, widow was 
given life interest in residuary estate. 
New York broker was requested to hold 
and invest property during life of wi- 
dow. After death of widow, broker filed 
petition to account for funds he had 
been handling and for construction of 
grandfather’s will. Decedent was cited 
as party, but died before hearing. Her 
executor was joined in proceeding. In 
1946, Surrogate decided that since de- 
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cedent had attained age of 21 before she 
died, she was entitled to part of grand- 
father’s estate, which included $80,522 
cash on deposit in New York City bank. 
Commissioner included this cash in de- 
cedent’s estate. 


HELD: Commissioner overruled. Sur- 
rogate having ruled decedent was en- 
titled to part of grandfather’s estate, 
fact that funds had not been distributed 
at time of her death'in no way affected 
her unconditional right to funds on de- 
posit. Cash on deposit was therefore ex- 
empt from taxation under Code Section 
863(b). Estate of Worthington v. Comm., 
18 T.C. No. 97, July 25, 1952. 


Relief provisions of technical changes 
act not applicable to transfers governed 
by Section 811(d). In 1919, decedent cre- 
ated trust under which he was to re- 
ceive income for life and on his death, 
corpus was to be paid to his estate. Trust 
reserved to grantor, “broadest right to 
change from time to time the provisions 
of this instrument as to the disposition 
of the principa! of the trust fund held 
thereunder, or the income therefrom, or 
both, after his death in such lawful ways 
as he may direct . . .” Decedent exercised 
this power in 1922 and 1943. Latter 
change provided for distribution of in- 
come and corpus after grantor’s death, 
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among nieces, their husbands and chil- 
dren. Upon death of decedent in 1946, 
Commissioner included trust fund in 
gross estate. 


HELD: Refund denied. Transfer was 
governed by Code Section 811(d) (power 
to amend), and relief provisions of Sec- 
tion 7(b) of Technical Changes Act of 
1949 (reservation of life estate) does not 
extend to such transfers. First Trust Co. 
v. Kelin, U.S.D.C., Minn., June 28, 1952. 
































Deduction allowed for contingent re- 
mainder to charity based on actuarial 
computation. Will provided that residu- 
ary estate be held in trust during joint 


generations, many families have 
appointed Fidelity to handle the 
details of estate management. On 
the basis of this experience, 
you may confidently 
recommend Fidelity whenever 


ne trust services in Philadelphia are needed. 


4 FIDELITY-PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


- BROAD AND WALNUT STREETS, PHILADELPHIA 9 


“GREAT MUSIC” on Television, 19:30 P.M., Sundays 
on WPTZ (Channel 3), Guy Marriner, commentator 


Member Federal Deposit Insurance Corporation @ Member Federal Reserve System 


lives of decedent’s wife and daughter, or 
survivor of them. Thereafter, principa* 
was payable to descendants of daughter 
in equal shares, per stirpes. In event 
there were no descendants of daughter 
surviving decedent’s widow and daugh- 
ter, principal was payable one-half to 
certain collateral relatives of decedent 
then living and one-half to certain char- 
itable organizations. In event no collat- 
era! relatives were then living, entire 
principal was payable to charitable or- 
ganizations. In estate tax return, deduc- 
tion was taken for $179,154 as value 
of contingent charitable remainders. 
Commissioner disallowed deduction. 
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HELD: Commissioner overruled. Es- 
tate presented reliable and conservative 
actuarial testimony to estimate value of 
contingent remainder to charity at date 
of decedent’s death to support deduction, 
Court did not feel at liberty to disregard 
this testimony of competent actuaries 
who made their computations in ac. 
cordance with weil recognized actuarial 
methods. Estate of Sternberger v. Comm., 
18 T.C. No. 103, July 31, 1952. 


GIFT TAX 


Gift of trust income constitutes valid 
gift, even though income is taxable to 
grantor. In 1934, taxpayer created trusts, 
income from which was to be paid to two 
daughters for five years. Brother cre- 
ated trust with income payable to his 
wife. On gift tax returns of both don- 
ors, exclusions and exemptions were 
taken. Subsequently, it was finally de. 
termined in Federal income tax pro- 
ceedings that income from each trust 
was taxable to its respective grantor, 
based on grantor’s retained dominion and 
control. For that reason, each grantor 
continued to be owner of trust principal. 
As result of above finding, taxpayers, 
when making gifts in 1946 and 1947, 
disregarded 1934 gifts in calculating 
amount available under gross lifetime 
gift tax exemption on ground that prior 
gifts were not completed. Commissioner 
determined otherwise. 


HELD: Commissioner sustained. Gifts 
of trust income were completed gifts 
notwithstanding trust income was tax- 
able to grantor. Penn v. Comm., Tax 
Court Memo, July 28, 1952. 


Value of gifts of interest in business 
determined upon consideration of net 
worth of business. Taxpayer sold 5% 
interest in his business for $33,500 and 
on same date made gift of like interest 
in same business to trustee for his son. 
Gift tax return was filed, on which gift 
was valued at $33,500. One year later, 
taxpayer made another gift of 5% in- 
terest in business in trust for his son, 
On gift tax return, this was also valued 
at $33,500. Commissioner determined 
that 1945 gift had value of $45,000. 


HELD: Commissioner sustained. While 
taxpayer had expert witness who testi- 
fied that value of 5% interest in busi- 
ness was $33,500, Court considered other 
pertinent facts such as earnings and net 
worth of business. For instance, at end 
of 1944, net worth was about $385,000, 
whie at end of 1945, it was about $519,- 
000. Such large growth in net worth in 
one year precluded finding that 5% in- 
terest in business had same value in 
1945 as it had in 1944. Harvey v. Comm., 
Tax Court Memo, July 28, 1952. 
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Books 


The Development of Executive 

Talent 

Edited by M. Joseph Dooher and Vivienne Mar- 

quis. American Management Association, New 

York 36. 576 pp. $6.75 ($5.75 to members). 

This “Handbook of Management De- 
velopment Techniques and Case Studies” 
js the combined work of the editors and 
forty-four authors chosen from industry 
and university faculties. Parts one 
through five relate to a management de- 
velopment program — creating it, get- 
ting it going, the follow-up counseling, 
and evaluating the program. Part 6 is 
a review and appraisal of trends in man- 
agement development. Part 7 contains 
eighteen Case Histories, and is followed 
by an appendix of company forms, and 
a bibliography. 

The book is a record of the application 
of common sense to the personnel prob- 
lem of middle and top management de- 
velopment under a wide variety of cor- 
porate situations. A recurring pattern of 
action is noted. Specific guidance is of- 
fered for analyzing needs; discovering 
latent executive ability; inventorying, 
rating and developing executive skills. 


Corporation Giving 


F. EMERSON ANDREWS. Russell Sage Foun- 

dation, New York 22. 361 pp. $4.50. 

This book is not only a compendium 
of information regarding the practice of 
corporations relative to charitable dona- 
tions, but also raises questions about the 
implications of such procedures. Will cor- 
poration giving decrease significantly if 
corporation taxes are reduced? Will 
smaller profits in a recession year reduce 
giving at the very time when the nation 
most needs the gifts? Will more and more 
corporations follow the example of the 
very few which now spend some of their 
funds in new and creative patterns, or 
will they continue the present trend of 
simply responding to the customary 
drives? 

Evidence of the importance of cor- 
poration giving lies in the single fact 
that total gifts have grown from $30 
million in 1936 to a plateau of over $200 
million in every year since 1944 with the 
probability of 1951 having gone above 
$300 million. Study of a typical year 
(1948) indicated that, with notable ex- 
ceptions, large corporations give a much 
smaller percentage of net profit than do 
smaller ones. 


The volume deals in a factual and 
lucid manner with corporation practice, 
policy and administration, with the fund 
raisers and the beneficiaries, and with 
the law and the taxation factors govern- 
ing corporation giving. Chapter 6 is 
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devoted to Corporation Foundations and 
Charitable Trusts. 


This book will be particularly valuable 
to corporation officers with responsibility 
for company donations, to the officers 
and boards of the receiving institutions 
and organizations, and to research stu- 
dents. 


ARTICLES 


Tax Planning for Nontaxable Estates 


WILLIAM J. BOWE. Vanderbilt Law Review, 
June 1952. (Nashville; $1.50) 


Many owners of estates within the 
Federal estate tax exemption, relieved 
of concern over estate tax planning, at- 
tempt to by-pass probate through various 
inter vivos means of property disposi- 
tion, such as joint tenancy, reservation 
of life estate and revocable trusts. This 
brief comment cautions against income 
tax dangers as a consequence of some 
of these plans, the most important in- 
volving cost basis problems. 


Estate Planning and the Sole 
Proprietor 
LEONARD M. STRICKLER. Minnesota Law 
Review, June 1952. (Minneapolis 14; $1.00) 
Methods used by personal representa- 
tives and owners to avoid the evils of 
liquidating a sole proprietorship are dis- 
cussed here under four main heads: (1) 
improvisations by the personal repre- 
sentative at the owner’s death; (2) 
testamentary devices; (3) inter vivos 
arrangements others than a buy and sell 
agreement; and (4) the buy and sell 
agreement. The author concludes that “a 
buy and sell agreement between the pro- 
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prietor and a key man, funded by life 
insurance, is normally the only really 
adequate solution.” 


Tort Liability of the Trust Estate 
Note, St. John’s Law Review, May 1952. (96 
Schermerhorn St., Brooklyn) 

This note analyzes the present state of 
the law with respect to the liability of 
an estate or trust for torts committed by 
the fiduciary or his agent. Unlike in 
most commercial relationships, the estate 
does not bear the ultimate burden of 
liability. However, there has been a trend 
in recent years, evidenced particularly 
by the adoption of the Uniform Trusts 
Act, to impose primary liability on the 
trust entity. This is a more logical ap- 
proach than the devious efforts of some 
courts to avoid the harsh consequences 
of the general rule. 


OTHER ARTICLES 


Some Problems of Principal and In- 
come (in Pennsylvania), by Robert Brig- 
ham: Dickinson Law Review, June 1952 
(Carlisle, Pa.; $1.) 

Comparison of Model Probate Code and 
Missouri Provisions for Surviving Spouse 
of Intestate: Comment, Missouri Law 
Review, June 1952 (Lee H. Tate Hall, 
Univ. of Missouri, Columbia; $1.) 

Effect of Violation of Rule Against 
Perpetuities in Missouri, by Harry W. 
Kroeger: Washington Uniy. Law Quar- 
terly, June 1952 (St. Louis; $1.25) 

Satisfying Missouri’s Perpetuity Rules, 
by Merle E. Brake (Jbid.) 

Uniform Simultaneous Death Act in 
Missouri: Note (Jbid.) 


RECIPIENTS OF CONTRIBUTIONS 
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WHERE THERE'S A WILL 


WILLIAM E. Scripps, publisher and son 
of the founder of The Detroit News, one 
of the most valuable newspaper proper- 
ties in the country, bequeathed each of his 
three surviving children $1,000, stating 
that they are not to receive any more 
under his will because he had complete 
confidence in Mrs. Scripps’ judgment as 
to the ultimate disposition of the proper- 
ty she is bequeathed under the will. Mr. 
Scripps, who founded the first radio sta- 
tion in the city and the first TV station 
in Michigan, left the rest of his estate 
to his wife, including any interest he 
held under his father’s will or other trust 
instrument. The will, executed in 1923, 
named Mrs. Scripps and the Security 
Trust Co. (now Detroit Trust Co.) as 
executors. 


Epcar S. BAMBERGER, co-founder and 
first president of radio station WOR in 
Newark and one of New Jersey’s most 
prominent merchants and civic leaders, 
set up a testamentary trust of $225,000 
to pay to his wife or apply for her use 
the net income determined in accordance 
with Section 102 of the Internal Revenue 
Code. The trustees—Fidelity Union Trust 
Co. of Newark, Mrs. Bamberger and the 
testator’s atorney—are authorized to use 
principal as they deem necessary for her 
support, maintenance and other needs. 


12 WEST 46th STREET, NEW YORK 19, N. Y 
LU 2-2580 
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The balance remaining at her death will 
be paid over to such persons, including 
her estate, as she may appoint by will. 


The residue of the estate is also placed 
in trust for Mrs. Bamberger’s lifetime 
benefit but she is not entitled to princi- 
pal, which on her death is to be divided 
into three equal shares. Two daughters 
will receive their shares outright while 
the third daughter’s share will be held 
in trust for her life, the principal paya- 
ble to her children. The same trustees 
are appointed for all trusts, as well as 
executors. 


SHIPPEN LEwIs, noted Philadelphia 
lawyer and chairman of the city’s Civil 
Service Commission, left his brother-in- 
law canoes which “we certainly enjoyed 
together” and the rest of his tangible 
personal property to Mrs. Lewis, en- 
trusting her to use and dispose of it as 
she deems best. She also receives a cash 
legacy of $2,500 while three daughters, 
a sister, brother and three sisters-in-law 
are bequeathed $500 each. Mrs. Lewis is 
given a life estate in Maine for her 
benefit and that of their children, who 
will receive the remainder at her death. 


Exercising a power of appointment 
given him under his grandfather’s will 
(as reduced by a partial release) the civic 
leader appointed the property to his 
residuary trust. From the income of the 
combined property, the trustees are to 
pay $1,000 to each daughter annually 
while Mrs. Lewis survives, plus that 
amount which the testator was paying 
the child as a regular allowance, less 
3% % of the amount passing to her from 
an aunt’s trust which terminated on 
Mr. Lewis’ death. The balance of the in- 
come goes to Mrs. Lewis, who may with- 
draw principal up to $5,000 per year 
upon her certificate that she requires it 
for the comfortable support of herself 
or any issue. Upon her death, the re- 
maining principal will pass to Mr. Lewis’ 
then living issue per stirpes. 


A codicil declares Mr. Lewis’ wish to 
take full advantage of the marital de- 


CHARTERED 


duction and creates a trust for Mrs, 
Lewis of such sum “which will reduce the 
federal estate taxes to the lowest possible 
level after taking into consideration other 
exemptions and deductions and any mar. 
ital deduction allowed with respect to 
other gifts to her in my will or other 
property which is finally determined to 
be a part of my estate for tax purposes.” 
She is given here too a $5,000 annua] 
withdrawal privilege but is precluded 
from exercising the like power under the 
original will until the marital deduction 
trust is exhausted. Mrs. Lewis may ap- 
point the remainder by will, specifically 
referring to this power, either outright 
or in trust in favor of her estate or 
others. 

The will directs the executors and trus- 
tees — the testator’s law partner and 
Provident Trust Co. of Philadelphia — 
to continue the employment .of his in- 
vestment advisor for at least two years 
and thereafter if so directed by the ma- 
jority of his daughters and wife. 


LAMMOT DUPONT, chairman of the 
board of E. I. du Pont de Nemours & 
Co., left an estate estimated at over 
$75,000,000, approximately one-half of 
which he set up in a marital trust for 
Mrs. du Pont whom he named as co- 
executrix and co-trustee with Wilming- 
ton (Del.) Trust Co. Mrs. du Pont will 
receive the entire income from this trust 
and is given a power to appoint the prin- 
cipal at her death. She also inherits resi- 
dential property and personal effects. De- 
claring in his will that he had previously 
created trusts for two sons (one fund 
now estimated to be worth $3,500,000, the 
other $5,700,000), Mr. du Pont left the 
residue of his estate in trust for his 
children by a former marriage, they to 
receive the income for life with the prin- 
cipal at their death to their children. 


WILLIAM W. CARMAN, president of the 
$30,000,000 James Foundation created by 
railroad industrialist Arthur Curtiss 
James under whose will Mr. Carman was 
executor, provided that inheritance taxes 
on all legacies in his will should be paid 
out of his residuary estate. These include 


(Continued on page 684) 
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United States Crust Company of New York 


45 WALL STREET, NEW YORK 
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om OVER 98 years the efforts of this Company have been 
directed specifically towards the administration of estates and 
trusts and the management of property in all fiduciary capacities. 
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New Yerk Clearing House Association 





e 
Federal Deposit Insurance Corpesation 


TRUSTS AND EsTATES 


De 
minis 
quest 
of ki 
gate’ 
provi 
of ki 
held 
held 


HE 
“Nex 
entit] 
alone 
entitl 
seque 
point 
nexed 


CHAE 
ere 


Ac 


In 
the w 
prior 
judici 
bia. A 
of the 
and t 
a dete 
ing o 
more 

The 
port « 
1950 
order 
quired 
Court 
torne}y 
repres 
of the 
tition 
plan |} 
the ec 
the pu 
trine. 

HE 
tory o: 
to app 
pose a 
from | 
gives 
truste 
trust. 
unkno 
Gover: 
the ch 
ed the 
well a 


SEPTE 

















the 
‘s & 
over 
F oof 
for 
c0- 
\ing- 
will 
rust 
or in- 
resi- 
, De- 
yusly 
fund 
, the 
> the 
his 
y to 
prin- 
n. 


f the 
.d by 
rtiss 
| was 
‘axes 
paid 
elude 


AssETS — Administration — Dece- 
dent’s Sister not “Next of Kin” En- 
titled to Letters of Administration 
with the Will Annexed 


New York—Court of Appeals 
Matter of Murphy, 304 N.Y. 232. 


Decedent’s sister sought letters of ad- 
ministration with the will annexed. The 
question was whether she was a “next 
of kin” within the meaning of Surro- 
gate’s Court Act Sec. 133 (4) which 
provides for the appointment of “next 
of kin” in certain cases. The surrogate 
held she was not, the Appellate Division 
held she was. 


HELD: Appellate Division reversed. 
“Next of kin” means persons actually 
entitled to share in the estate. Kinship 
alone is not enough. The sister was not 
entitled to a share of the estate and con- 
sequently was not qualified to be ap- 
pointed administrator with the will an- 
nexed. 


CHARITABLE TRUSTS — Right of Sov- 
ereign to Have Charities Properly 
Administered 


United States—District Court, D. of C. 
Wallace v. Graff, 104 F. Supp. 925. 


In 1927 the District Court found that 
the will created a valid charitable trust, 
prior to recognition of the doctrine of 
judicial cy pres in the District of Colum- 
bia. After 27 years the charitable purpose 
of the testator has not been accomplished, 
and the trustee made no effort to obtain 
a determination from the court for carry- 
ing out the testator’s purpose in some 
more practicable manner. 


The Auditor of the Court filed a re- 
port on the account of the trustee for 
1950 and the trustee petitioned for an 
order determining that it was not re- 
quired under the rules of the District 
Court to file an annual account. The At- 
torney General of the United States, 
representing the unknown beneficiaries 
of the charitable trust, opposed the pe- 
tition on the ground that the testator’s 
plan had not been carried out and that 
the court should require accounts for 
the purpose of applying the cy pres doc- 
trine. 


HELD: Petition denied. The past his- 
tory of the trust administration in failing 
to apply any funds to any charitable pur- 
pose and in failing to enlarge the corpus 
from income as directed by the testator 
gives rise to the question whether the 
trustee is properly administering the 
trust. The beneficiaries of the trust are 
unknown crippled children and if the 
Government has not the right to have 
the charitable trust properly administer- 
ed then no one has. It is the right, as 
Well as the duty, of the sovereign by the 
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RECENT FIDUCIARY DECISIONS 


courts and its public officers to have 
charities properly administered. The 
courts of the District of Columbia have 
the right and duty to supervise the fi- 
duciary and to prescribe duties with re- 
spect to the trust estate. 


CHARITIES — Effect of Attempted 
Diversion of Assets by Charitable 
Corpcration 

California—District Court of Appeal 

In re Los Angeles County Pioneer Society, 112 

A.C.A. 446 (July 25, 1952). 

Los Angeles County Pioneer Society 
was incorporated in 1910 under the Cali- 
fornia laws relative to charitable cor- 
porations. On May 25, 1949, it caused 
a declaratory judgment to be entered to 
the effect that its assets were subject to 
no trust and that the corporation might 
wind up its affairs and distribute its 
assets among its members. A minority 
of its members objected on the ground 
that the assets constituted a trust fund 
for charitable uses. The corporation li- 
quidated its assets and published notice 
of intention to wind up its affairs and 
voluntarily dissolve. Before judgment 
was entered, the Court authorized the 
Attorney General of California to pro- 
ceed against Pioneer as a charitable cor- 
poration and the Attorney General in- 
tervened in the dissolution proceeding. 
On May 19, 1950, the Court entered judg- 
ment that Pioneer is a charitable cor- 
poration whose $95,000 is dedicated to 
charitable and benevolent purposes; that 
it had abandoned the trust by attempting 
wrongfully to divert its assets to the 
private use of its members. The Court 
appointed respondent Historical Society 
of Southern California as trustee to carry 
out the purposes of the trust. 


Although the Court held that the May 
19, 1950 judgment, which was not ap- 
pealed from, was final, the Court con- 
sidered the appeal as a declaration that 
the Court had abused its discretion in 
appointing Historical as trustee of Pion- 
eer’s assets. 


HELD: (1) Pioneer is a charitable 
or benevolent corporation; that fact hav- 
ing been determined in Estate of Dol, 
186 Cal. 64, 198 P. 1039. Pioneer’s pur- 
poses were to collect and preserve his- 
torical data relative to Los Angeles 
County and the State of California. 

(2) This being a charitable cerpora- 
tion and not merely a non-profit cor- 
poration, its property constituted the 
res of a charitable trust. 

(3) It was the duty of the Attorney 
General to intervene. 

(4) Pioneer’s attempt to dissolve and 
distribute its assets among the members 
was a repudiation of the trust, justifying 
or requiring the appointment of a new 
trustee. 

(5) The judgment of May 25, 1949, 
in the declaratory relief suit is not res 
judicata because of the absence of the 
Attorney General, an indispensable party, 
from the proceeding. 


COMMUNITY PROPERTY — Life Insur- 
ance Payable to Named Benefici- 
ary Without Consent of Spouse is 
Community Property 


Washington—Supreme Court 


National Bank of Commerce v. 
Brotherhood, 140 Wash. Dec. 737. 


Lutheran 


The bank as executor and the widow 
of the deceased sued to recover the pro- 
ceeds of life insurance and annuity 
policies in which the daughter of the de- 
ceased by a former marriage was named 
as beneficiary. The proceeds of the pol- 
icies, amounting to $27,600, were paid 
into court by the insurance companies, 
and the suits proceeded against the 
daughter. Deceased left his estate to the 
executor bank in trust for his widow for 
life, and upon her death to defendant, his 
daughter, for life, with remainders over 
to grandchildren, nieces and nephews. 

All of the premiums for the policies 
were paid after marriage and from the 
community funds of the deceased and 
his widow. There was no evidence that 
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any premiums were paid from separate 
funds of the deceased. The only issue 
submitted to the jury was whether the 
surviving spouse knew of and consented 
to such use of the community funds. Up- 
on a verdict for the plaintiffs, judgment 
was entered subjecting the proceeds of 
the policies to administration and distri- 
bution in the estate as community prop- 
erty. The named beneficiary appealed. 


HELD: Affirmed. The statutory pre- 
sumption that the designation by a 
spouse of a beneficiary in an insurance 
policy on his life is made with the con- 
sent of the other spouse is a rebuttable 
presumption of fact, and in this case was 
overcome by the evidence. 


CLAIMS — Payment of Claims not 
Timely Filed 


Nebraska—Supreme Court 
In re Brewer’s Estate, 54 N.W. (2d) 75. 


B took charge of the assets of an estate 
before his appointment as administrator. 
During that period he paid claims. He 
took no assignment therefor, and claims 
were not timely filed. On his final ac- 
count as administrator, the county court 
allowed him credit for claims so paid. 


HELD: Reversed. Claims arising dur- 
ing life of decedent must be filed within 
time limited by law, and allowed by 
court. Court has no jurisdiction over a 
claim not timely filed. Before his appoint- 
ment, B was an intermeddler, but since 
he accounted for all assets of the estate, 
he was not liable as an executor de son 
tort. 


COMPENSATION — Attorney Named 
as Co-trustee Not Disqualified from 
Fee for Representing Executor 


Missouri—Supreme Court, Div. No. 1 
In re Schield’s Estate, 250 S.W. (2d) 151. 


Testator had been represented by a 
certain attorney for 18 years prior to his 
death. Testator named his widow as ex- 
ecutrix and life tenant of a trust which 
included most of his property. The at- 
torney was named as one of three trus- 
tees. The widow retained the attorney to 
advise her as executrix and perform ex- 
tensive legal work in the administration 
of the estate. 

The probate court denied the petition 
of the executrix to pay the attorney a 
fee and surcharged her annual settle- 
ment in the amount of the fee after she 
had paid it, the ground being that the 
attorney was representing conflicting in- 
terests. Upon trial in the circuit court, 
the probate court appointed an admin- 
istrator ad litem to represent the estate. 
The circuit court found that the probate 
court had erred, that the attorney’s fee 
was reasonable, and rendered judgment 
accordingly. The administrator appealed. 

HELD: Affirmed. Though not expressly 
provided for by statute, it was com- 
petent for the probate court to appoint 
an administrator ad litem to represent 
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the estate on appeal, so as to make it an 
adversary proceeding. Assuming that the 
attorney had disqualified himself to act 
as trustee, by reason of representing the 
executrix, the probate court had no right 
to deny compensation because that court 
had no jurisdiction over the trust. At the 
time the services to the estate were ren- 
dered, the attorney had not assumed any 
duties as trustee; accordingly, he was 
not in fact representing conflicting in- 
terests. 

While no authority was found dealing 
with the right of an attorney who has 
been named as testamentary trustee to 
act as attorney for the estate in admin- 
istration, it would follow that an at- 
torney could do so by analogy to author- 
ities holding that an executor may law- 
fully act in the dual capacity as a 
testamentary trustee. At the time the 
services were performed, there had been 
no ascertainment or separation of the 
trust fund from the general fund. 


COMPENSATION — Temporary Ad- 
ministrator’s Commissions not Con- 
trolled by Testamentary Provisions 


New York—Appellate Division, First Dept. 
Matter of Hillman, N.Y.L.J., Aug. 19, 1952. 


A trust company, nominated as execu- 
tor, acted as temporary administrator 
pending the outcome of a will contest, 
and after settlement of the contest, it 
qualified as executor. Executor’s com- 
missions were limited by the will to one 
per cent of the gross estate. The surro- 
gate held that the trust company was 
bound by that limitation both for its 
services as temporary administrator and 
as executor. 


HELD: Reversed. The provisions of 
the will limiting compensation do not 
apply to the statutory commissions pay- 
able to the temporary administrator. 


DISTRIBUTION — Heir Who Miutr- 
dered Ancestor is Entitled to In- 
herit 

Washington—Supreme Court 
In re Duncan’s Estate, 140 Wash. Dec. 792. 


Duncan killed his father on June 3, 
1950, pleaded guilty to murder in the 
second degree, and was sentenced to life 
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herit his father’s estate under the fin th 
statutes of descent and distribution, HE 
which are silent on the subject of inher. heirs 
itance by a murderer. The Trial Court testat 
held that the murderer could not inherit heirs 
from his father under the statutes. of th 
HELD: Reversed. Shocking as it is [then 
to the conscience, existing statutes can | expir: 
only be construed to permit the son to [be ap 
inherit his father’s estate. To hold other. | the t 
wise would require reading an exception | the w 
into the statutes and would constitute ] contr: 
judicial legislation regarding a matter | thoug 
essentially within the province of the | adopt 
legislature. The court refused to follow | to tak 
the decisions from certain other jurisdic. | the teé 
tions which reach an opposite result on | mittee 
the ground: (a) that good morals and |} even ' 
public policy are against allowing the } either 
murder to inherit; or (b) that there igs | the te 
an implied legislative intent to deny the 
murderer the fruits of his evil doings; or DisT! 
(c) that legal title passed to the mur- Po 
derer as constructive trustee for the _ 
person wronged or the latter’s other 
heirs. Nor did the early common law 
prohibit a murderer from taking by in- Cor 
heritance and, thus, become a part of _ 
the Washington statutes as a codifica- | Tes 
tion of the common law. of his 
his s¢ 
DISTRIBUTION — Heirs at Law May | benefi 
be Determined as of Termination ] or re 
of Life Interest Although Statute ] provis 
Changed to Include Adopted Chil- } the 1i: 
dren dren « 
Ohio—Supreme Court | estate 
Tiedtke v. Tiedtke, 157 O.S. 554, 106 NE. | paid « 
(2d) 637. and h 
Testator created a trust for the benefit [the s« 
of his daughter with principal distribu- | "° fu 
tions to her, one-half at age thirty and positi 
the remaining one-half at forty. The will fallin; 
then provided that in case of the death | ¥45 2 
of the daughter, “before coming into the the ps 
possession of any part of said trust estate HE 
leaving no children, then such portion of | residv 
said trust estate shall be divided among } 4ny f 
my heirs at law.” By codicil, testator pro- } Provis 
vided that the trust should continue dur- | devise 
ing the entire lifetime of the daughter, | oY is 
but made no further disposition of the | the re 
remainder. and il 
At the time of his death, testator’s — 
daughter was nineteen years of age, un- 5 
married and his only child. Testator like- } 
wise had both brothers and sisters sur- 
viving at that time. Testator’s daughter 
subsequently married, but died without 
issue of her body, although subsequent 
to her father’s death she had adopted a 
child, who survived her. Even though it 
is arguable that testator intended that 
the “children” of his daughter should 
take in event any survived her, no serious 
contention was made that the child adopt- 
ed by the daughter long after testator’s 
death is described by the word “chil- 
dren” in the quoted portion of the will. 
Rather, the question is whether such 
adopted child is entitled to take under 
Trusts aNp Estates | SEPTE 
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the words “my heirs at law” appearing 
in the quoted portion. 

HELD: “Where, in providing for his 
‘theirs at law’ after a life interest, a 
testator indicates his intention that such 
heirs should be determined at the date 
of the expiration of such life interest, 
then the statutory law in effect at the 
expiration of such life interest should 
be applied in determining such heirs of 
the testator unless by the provisions of 
the will or surrounding circumstances a 
contrary intention is indicated, even 
though such statutory law will permit an 
adopted child of the testator’s daughter 
to take and the statutory law in effect at 
the testator’s death would not have per- 
mitted such adopted chold to take and 
even though such adopted child was not 
either born or adopted until long after 
the testator’s death.” 


DISTRIBUTION — Lapsed Residuary 
Portion Passes to Remaining 
Residuary Beneficiaries Rather 
Than as Intestate Property 


Ohie—-Supreme Court 
Commerce National Bank of Toledo v. Brown- 


ing, 158 O.S. 54. 

Testator created a trust in a portion 
of his residuary estate for the benefit of 
his son for life and thereafter for the 
benefit of the son’s wife until her death 
or remarriage; and with the further 
provision that upon the termination of 
the life estates if there were living chil- 
dren of the son then surviving, the trust 


| estate was to be held for and ultimately 


paid over to such children. Both the son 
and his widow survived the testator but 
the son had no children. The will made 
no further provision for the ultimate dis- 
position of the trust estate, and upon the 
falling in of the life estates this action 
was accordingly instituted to determine 
the parties entitled to the trust fund. 
HELD: Where a will contains general 
residuary provisions for disposition of 
any property not disposed of by other 
provisions of the will, if a bequest or 
devise of a part of the residue lapses 
or is otherwise ineffective, that part of 
the residue, except as provided by statute 
and in the absence of provisions of the 


will or surrounding circumstances justi- 
fying the conclusion that the testator 
expressed a different intention, will 
ordinarily pass under such residuary pro- 
visions of the will to any other parties 
entitled thereunder to portions of the 
residue, instead of passing as intestate 
property. 

In recognizing that under the English 
common law and by the weight of au- 
thority of other jurisdictions the rule 
of law is that the portion of a residuary 
legacy or devise which lapses passes as 
intestate property to the heirs or next 
of kin of the testator, the court stated: 


“The basis of this reasoning apparently is 
that, where the testator has provided that cer- 
tain legatees shall take three-fourths of the 
residue, they cannot logically take more than 
such three-fourths and therefore cannot take 
all of the residue, even where a legacy of the 
other one-fourth is not effective. Such reason- 
ing begs the question and disregards the fact 
that the testator has by the general residuary 
provisions of his will expressed the intention 
to dispose of all of his property. On the other 
hand, a contrary conclusion can just as logi- 
cally be reached and such contrary conclusion 
will fully conform with the testator’s expressed 
intention. 


“For example, if it is not all disposed of 
because effect cannot be given to a legacy of 
one-fourth of the residue, then the amount 
represented by that one-fourth of the residue 
still remains in the estate and undisposed of 
by other provisions of the will. Unless the ex- 
pressed intention of the testator is disregarded, 
that one-fourth can again pass through the 
residue where three-fourths of it will be dis- 
posed of as the testator directed. The remain- 
ing one-fourth of one-fourth still undisposed of 
can again pass through the residue where 
three-fourths of it will likewise be disposed of. 
If this process is continued indefinitely, the 
amount undisposed of will ultimately be so in- 
finitesimal as to be unworthy of legal recogni- 
tion. To say that the testator did not intend to 
so dispose of the whole of the residue is to dis- 
regard what the testator has said in his will, 
and results in taking part of the residue from 
those to whom he said it should go and giving 
it to others to whom he did not say that it 
should go.” 


JURISDICTION — Determination that 
Heir is Disqualified for Feloniously 
Taking Decedent’s Life is in Sole 
Original Jurisdiction of Probate 
Court 


Minnesota—Supreme Court 
Vesey v. Vesey, 53 N.W. (2d) 809. 


A decedent died intestate leaving sur- 
viving him a widow and children by a 
prior marriage. The children brought 
action in the district court, having 
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original general civil and criminal state- 
wide jurisdiction and appellate jurisdic- 
tion in probate cases, against the widow 
and the administrator bank to restrain 
the administrator ‘from completing dis- 
tribution and for a judgment declaring 
the widow not entitled to inherit from 
her husband on the grounds of a violation 
of a statute providing that no person 
who feloniously takes the life of another 
shall inherit from the decedent or take 
by devise or bequest from him. 

Plaintiffs had alleged, among other 
things, that the defendant widow, know- 
ing that decedent was suffering from 
asthma and a heart ailmert, coerced 
decedent into accompanying her on a 
walk in bad weather which resulted in 
the decedent’s collapse and death. De- 
fendants demurred to the complaint and 
the district court sustained the demurrer 
on the ground that it had no jurisdiction. 


HELD: Affirmed. The Minnesota con- 
stitution confers upon the probate court 
“jurisdiction over the estates of deceased 
persons and persons under guardianship, 
but no other jurisdiction except as pre- 
scribed by this Constitution.” This pro- 
vision vests the probate court with plen- 
ary and exclusive jurisdiction over all 
matters relating to the administration of 
the estates of deceased persons and the 
determination of the persons to whom 
property passes by will or descends by 
statutory inheritance. 

The statute referred to disqualifies cer- 
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tain persons as heirs. The determination at the end of said fifty (50) year period _ the children of such deceased child shou namin 
of heirship is the constitutional function shall cease,” but the trustee should con- take the parent’s share. There was , 1948, 
of the probate court and the district tinue to hold five shares of the stock provision in the will giving the trusteg from 
court has only appellate jurisdiction in for the care of the grave lots. power “at any and all times” to sell any] sondit 
this field. There is nothing in the nature The trial court entered a judgment part of the estate at public or privat, 1948, 
of the determination required by the to the effect that the will as amended by sale. petent 
statute (including the requirement that the codicil was void, since it violated the The five children of the testator, ajfing, 4 
the decedent’s life be “feloniously” statutory rule against perpetuity pro- being adults, proposed to purchase a sub, contra 
taken) which would prevent its being  hjbiting the alienation of property “for stantial part of the estate consisting gif few t 
made by an in rem adjudication of the 4 longer period than during the contin- real state at the price at which the} throug 
probate court. uance of a life or lives in being *** and property was appraised for inheritangfand r 
21 years and 10 months thereafter;” and estate taxes. This action was broughjf next 
: : . : that the trust of five shares of stock for to obtain a judicial determination of th py fr: 
Minor Valid Portion — Charitable care of the grave lots was also void as_ validity of the proposed transaction, ~ 
Gift Must Vest in Time being an inseparable part of the devise Guardians ad litem for the infant chil} he bec 
Kentucky—Court of Appeal with respect to all of the bank stock; dren of some of the testator’s five chil} days | 

Thornton v. Kirtley, 249 S.W. (2d) 803. and that the property passed in fee to dren contended that the trustees hag} institu 
Roberta Nelson devised 142 shares of the children of the testatrix. no right (1) to terminate the trust befjn M: 
bank stock to the trustee for the purpose HELD: Affirmed. It was conceded that fore the expiration of ten years from} sanity 
of paying taxes and insurance ona farm, he judgment was correct except as it the testator’s death, or (2) to convey} Upo 
which farm she also devised in trust. The _,.oJated to the trust of bank stock, it being the property to themselves as individuals} wife, 
will provided that the trust should en- argued by the executor that that trust The trial court entered a judgment ap} sued t 
dure until such time as her youngest cpould be upheld within the statutory proving the proposed sale. estate 
grandchild living at the date of her death jy. permitting trusts in perpetuity for HELD: Affirmed. There was no pro.|the Wi 
reached the age of 21 years. A short certain charitable and humane purposes, posal to terminate the trust, as the pro. }jected 
time following the execution of the will, one of which being the maintenance of ceeds of sale of the real estate would fit had 
the testatrix executed a codicil expressly py rial lots. Although recognizing the ex- continue as a part of the trust res to be fmarvié 
stating that she was amending that part i.tence of that rule, the court stated: disposed of with other property upon the f(the f 
of the will leaving the bank stock in “*%* it is quite certain the testatrix never in. Settlement of the entire estate. One of fiested 


trust, and after providing for perpetual tended that if the trust in its major purposes the exceptions to the rule that a truste decree 


. ted should fail, nevertheless it would stand for the . ° * 
care of certain cemetery lots, sta limited use of caring for the burial lots. It is may not purchase from himself AT ises statins 


that: “said trust instead of ceasing at a reasonable construction that in this respect when such purchase is demonstrated tif insani 
p 


‘ ungest grandchild becomes and to that extent it is inseparable. The intent : m¢ 
the time my young g manifested from the codicil is that the income be for the benefit of the cestui que trust jcere 


twenty-one (21) years of age, shall con- from five shares of the stock should be used in Such demonstration had been made jnj¢ss ar 
tinue instead thereof until fifty (50) perpetuity for that purpose. If that be deemed this case. housel 


bos : KEK separable, it was not to be set apart until after 
years from the date of the will and fifty years had expired. A future charitable a dem 


trust must vest or become established within REVOCATION — Will Revoked by] HEI 
the time allowed by the perpetuity rule.” Subsequent Voidable Marriage —lihe m 


Be ee Marriage not Subject to Collateral joke ¢ 
. Powers — Limitations — Self Deal- Attack after Death if Wa 
OUTS TAN. DIN G — ing Permitted Washington—Supreme Court riage 


Kentucky—Court of Appeal In re Romano’s Estate, 140 Wash. Dec. 742. fable a 
Martin v. Martin, 249 S.W. (2d) 542. 


PERPETUITIES — Separability of 








In 1946, Romano retired from business, "der 
Testator left his estate to two trustees, at the age of 64, nearly blind and in force 

two of his five surviving children, with poor physical condition. He came under} ™4!Ti 

as in Banking _— directions that they should manage the the domination of his newly employed} "et F 
estate for a period of not less than ten housekeeper, Mary Sauve, age 40, and the pe 

in years nor more than twenty years, and during the next eleven months, although lateral 

at such time after the testator’s death he had previously lived frugally, he spent out sti 

as they thought best, but not earlier than $80,000, and took his housekeeper on a}'Y of 

TIDEWATER VIRGINIA . the ten year period, to make a final dis- trip to Canada. In October 1947, he exe-} "este 
tribution. The estate was to be dis- cuted a will in which he did not name his remed 

tributed among the five children, but if housekeeper, but left the bulk of his dian é; 

any child should die before settlement, estate to the petitioners, his four nieces, direct 
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naming one of them executrix. In April 
1948, Romano attempted suicide, and 
fom then on his physical and mental 
condition rapidly deteriorated. In June 
1948, although he was mentally incom- 
petent, unable to realize what he ‘was do- 
ing, and incapable of entering into a 
contract or consenting to marriage, he 
few to Reno with his housekeeper, went 
through a marriage ceremony with her, 
and returned to Seattle by plane the 
next day. The ceremony was procured 
by fraud and duress, practiced by the 
housekeeper. Upon returning to Seattle, 
he became seriously ill, and after a few 
days in a hospital was removed to an 
institution for the insane, where he died 
in May 1950, without regaining his 
sanity. 

Upon the petition of his housekeeper- 
wife, letters of administration were is- 
sued to Seattle-First National Bank. The 
state amounted to $190,000. Thereafter, 
the will was offered for probate, and re- 
jected by the Trial Court on the ground 
it had been revoked by the subsequent 
marriage of the testator. The petitioners 
(the four nieces named in the will) con- 
tested the rejection and prayed for a 
decree nullifying the marriage and rein- 
stating the will, because of the alleged 
insanity of Romano at the time of the 
ceremony, and because of the fraud, dur- 
es and undue influence exerted by the 
housekeeper. The Trial Court sustained 
a demurrer to their petition. 

HELD: Affirmed. It is conceded that 
the marriage, if valid, operated to re- 
yke the prior will. Under the laws both 
of Washington and of Nevada, the mar- 
riage was not void, but was merely void- 
able at the suit of the party laboring 
under the disability or upon whom the 
force or fraud was imposed. Voidable 
marriages may be attacked only in a di- 
rect proceeding during the lifetime of 
the parties, and are not subject to col- 
lateral attack. The petitioners are with- 
out standing or right to attack the valid- 
ity of the marriage for the purpose of 
re-establishing the prior will. The proper 
remedy was for Romano’s general guar- 
dian or some next friend to make a 
direct attack upon the validity of the 
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marriage in Romano’s behalf during his 
lifetime. 


SUCCESSOR FIDUCIARY — Next of Kin 
Not Entitled to Preference in Ap- 
pointment of Substituted Adminis- 
trator Unless Application Made 
Within 40 Days 

New Jersey—Supreme Court 
In re McFeely’s Estate, 89 A. (2d) 658. 
Mary McFeely died intestate on June 

14, 1942. Letters of administration were 

granted in due course to her brother, 

Bernard, all other next of kin having 

renounced. Bernard died August 8, 1949, 

and Joseph McFeely qualified as execu- 

tor of his estate. On April 11, 1950, a 

niece of Mary McFeely brought an action 

charging that Bernard had failed to ad- 
minister Mary’s estate and seeking ap- 
pointment of a substituted administrator 

“preferably one who is not pecuniarily 

or otherwise, directly or indirectly, inter- 

ested in the dispute.” Joseph, Bernard’s 
executor, filed an answer to the com- 
plaint, but the trial court struck the an- 
swer on the ground that Joseph had no 
standing in the proceeding as executor of 
the deceased administrator. Thereupon, 
counsel for a sister of Mary urged that 
his client had a right to be appointed. 

Court, however, appointed a disinter- 

ested person as substituted administrator. 
HELD: Affirmed. As executor of de- 

ceased administrator, Joseph was neither 
a proper nor necessary party to action for 
appointment of substituted administra- 
tor. Under New Jersey statute, he is not 
one of the persons entitled to letters of 
administration. Moreover, sister of Mary 
was not entitled to administration by 
reason of her relationship to decedent 
since application not made within 40 
days as required by statute. Under the 
circumstances, court was justified in 
granting substituted letters of admin- 
istration to any fit person applying there- 
for. 


WILLS — Probate — All Attesting 
Witnesses Must be Called 


Nebraska—Supreme Court 
In re Lanyon’s Estate, 54 N.W. (2d) 262. 


Codicil was attested by three witnesses. 





On contest, proponent called only two of 
the attesting witnesses. Motion to dis- 
miss, on ground that prima facie case 
had not been made, was overruled. 
HELD: Reversed. The rule that a pro- 
ponent is required to present all attesting 
witnesses, if their testimony is available, 
otherwise a prima facie case is not made 
does not mean the minimum number of 
witnesses (two) required by statute as 
necessary to the proper execution of a 
will, but requires that all attesting wit- 
nesses be called, if they are available. 


WILLs — Construction — Undis- 
posed of Remainder Shared by Life 
Tenant’s Estate 


Michigan—Supreme Court 
Durgee v. Simons, 334 Mich. 4. 


Testatrix died leaving as her heirs at 
law her husband and her half sister. 
Under the terms of her will, after pro- 
viding for several small bequests, she 
devised and bequeathed the use of her 
estate to her husband, named him trustee 
and empowered him to sell and convey the 
assets of the estate when he deemed it 
for the best interests of the trust. After 
payment of the necessary expenses of 
the trust out of the income, the balance 
of the income was to be used by the hus- 
band for his personal use during his life- 
time, At his death the will provided for 
a successor trustee to complete distribu- 
tion of the estate but the will did not 
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provide for remainder over after termin- 
ation of the husband’s life estate in the 
income, nor make distribution of the 
residue and remainder in any manner 
whatsoever. The husband survived the 
testatrix and then died. The lower court 
assigned the residue of the estate one- 
half to the husband’s estate and one-half 
to the plaintiff, who was the half-sister 
of testatrix. 


HELD: Affirmed. The law favors the 
earliest possible vesting of estates and the 
bequest and devise of the life estate in 
the income to the husband does not neces- 
sarily disclose an intent to bar his estate 
from sharing in the remainder on his 
death. The fact that the husband had 
a life interest in the income and could 
never himself come into the remainder, 
does not change the time when title to 
the remainder vests. The will speaks at 
and takes effect from the time of the 
testatrix’s death, and it was proper to 
determine the legal heirs of the testatrix 
as of that date. Title vested in such heirs 
as of then. The fact that the time of 
enjoyment of the remainder is postponed 
is of no legal consequence. 


WILLs — Construction — Gift or De- 
vise by Implication — Option Not 
Personal to Beneficiary 


Illinois—Supreme Court 
Stern v. Stern, 410 Ill. 377. 


At the time testator executed his will 
his son, Carl, was the lessee of a farm 
owned by the testator. Under the will 
Carl was given an option to purchase 
this farm for $100 per acre, exercisable 
within one year after the death of the 
testator’s widow. The will also provided, 
“in all cases .. . where I have made a 
gift or provision for my children such 
terms shall be taken to include the de- 
scendants of any of my children who die 
prior to my death leaving descendants, 
such descendants to take their parent’s 
share in equal shares per stirpes.” 


Carl made substantial improvements to 
the leased farm prior to his death shortly 
after the death of the testator. Testa- 
tor’s widow subsequently renounced the 
will causing the rights of other bene- 
ficiaries to accelerate. In a partition pro- 
ceeding it was asserted Carl’s option 
was personal and could not be exercised 
after his death by persons claiming un- 
der or through him. Carl’s descendants 
contended the will properly construed in 
the light of surrounding circumstances 
showed a gift or devise of the option to 
them by implication. 


HELD: The doctrine of gift by im- 
plication was applicable and Carl’s de- 
scendants acquired the purchase option 
under the will. The intent that Carl’s 
right of purchase was not to be personal 
is shown by the use of the word “pro- 
vision” in the lapse prevention clause. 
Since this word was used in addition to 
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the word “gift” in that clause any other 
construction would cause the word “pro- 
vision” to have no meaning. 

The intention of the testator with re- 
spect to the contingency which occurred, 
though not formally expressed, seems 
clear. It is necessarily implied that Carl’s 
descendants should have the same oppor- 
tunity to exercise the option where Carl 
died shortly after the testator’s death as 
they would have had if Carl had died the 
day before the testator’s death, which 
contingency is provided for expressly. 


A A A 


Dawes Left a Million 


The estate of Gen. Charles G. Dawes, 
former Vice President of the United 
States who died in 1951, was valued at 
$1,029,853 in an inheritance tax return 
filed last month in Cook County. The 


Illinois inheritance tax was filed y 
$58,024 and the Federal estate tax y 
$109,687. The bulk of the estate tax wa 
left in trust with the general’s brothe 
and City National Bank and Trust Co, ¢ 
Chicago, for his family. 
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WILLS 


(Continued from page 678) 


bequests of $5,000 each to two grandchij 
dren, first editions and etchings to Mr; 
Carman and personal effects to be dj. 
vided among their four children as the 
may agree upon, with the executor — 
The Hanover Bank of New York — serv. 
ing as arbiter. The residue of the estate 
is left in equal shares outright to chil. 
dren and Mrs. Carman who is privileged 
to live rent free for one year in thei 
residential property. 
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E Is rouR Connecticut General represen- 
tative ... He is a top-ranking expert in 
the whole broad field of personal and estate 
insurance, business insurance and pensions. 
Trust officers, accountants, attorneys make 
use of his experience. 
He is a good man to have at your conference 
table. His analytical approach is applicable to 
all the problems of distribution or accumulation 
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of an estate. His wide contacts and activity 
may be a source of new business to you. 

For further information, write Connecticut 
General Life Insurance Company, Hartford, 
Connecticut. 
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The man with plenty on his mind... | 





